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TUESDAY,  MARCH  20,  1956 

United  States  Senate, 

Subcommittee  on  Reorganization  of  the 

Committee  on  Government  Operations, 

W ashington,  D.  C. 

The  subcommittee  met,  pursuant  to  call,  at  10  a.  m.,  in  room  357, 
Senate  Office  Building,  Washington,  D.  C.,  Senator  John  F.  Kennedy 
(chairman  of  the  subcommittee) ,  presiding. 

Present:  Senator  John  F.  Kennedy,  Democrat,  Massachusetts;  Sen¬ 
ator  Stuart  Symington,  Democrat,  Missouri ;  Senator  Norris  Cotton, 
Republican,  New  Hampshire. 

Present  also :  Miles  Scull,  J r.,  professional  staff  member ;  Glenn  K. 
Shriver,  professional  staff  member ;  Mrs.  Kathryn  M.  Keeney,  clerical 
assistant. 

Senator  Kennedy.  The  subcommittee  will  come  to  order. 

This  hearing  has  been  called  to  consider  recommendations  made  by 
the  Hoover  Commission  relating  to  the  Federal  Government’s  budget¬ 
ing,  accounting,  and  fiscal  reporting  programs. 

Four  bills  which  would  implement  the  Commission’s  recommenda¬ 
tions  in  these  important  areas  will  be  considered  during  the  hearing. 
They  are : 

S.  3362,  which  would  expedite  the  payment  of  certified  claims 
against  the  Government  for  which  appropriations  have  lapsed ; 

S.  3199,  which  would  require  agencies  in  the  executive  branch 
to  establish  cost-based  budgets,  maintain  their  accounts  on  an 
accrued  basis,  create  a  staff  office  of  accounting  in  the  Bureau 
of  the  Budget ;  and  make  certain  other  changes  in  budgeting  and 
accounting  procedures ;  and 

S.  2480  and  S.  2369,  which  are  identical  bills,  and  which  also 
would  establish  a  staff  office  of  accounting  in  the  Bureau  of  the 
Budget. 

The  first  part  of  the  hearing  this  morning  will  be  devoted  to  S.  3362, 
which  relates  to  the  payment  of  certified  claims. 

I  am  advised  that  this  bill  has  the  approval  of  the  Bureau  of  the 
Budget,  the  General  Accounting  Office,  and  the  Treasury  Department,, 
subject  to  certain  technical  changes  which  the  subcommittee  will  con¬ 
sider  at  this  time. 

These  agencies  agree  that  the  accounting  improvements  incorpo¬ 
rated  in  this  measure  will  greatly  facilitate  the  payments  of  claims 
and  substantially  reduce  the  administrative  expenses  of  handling 
them — without  the  sacrifice  of  appropriate  safeguards. 

When  we  have  concluded  the  testimony  on  S.  3362,  we  will  take  up 
S.  3199,  S.  2480  and  S.  2369. 


1 
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At  this  point,  the  chair  desires  to  place  in  the  record  copies  of 
S.  3362,  S.  3199,  S.  2480,  and  S.  2369,  along  with  pertinent  memoranda 
prepared  by  the  subcommittee  staff. 

(The  matter  referred  to  is  as  follows :) 

[S.  3362,  84th  Cong.,  2d  sess.] 

A  BILL  To  simplify  accounting,  facilitate  the  payment  of  obligations,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That,  except  as  otherwise  provided  by  law, 

(a)  the  account  of  each  appropriation  available  for  obligation  for  a  definite 
period  of  time  shall,  upon  the  expiration  of  such  period,  be  closed  as  follows: 

(1)  The  obligated  balance  shall  be  transferred  to  an  appropriation  account  of 
the  activity  responsible  for  the  liquidation  of  the  obligations,  in  which  account 
shall  be  merged  the  amounts  so  transferred  from  all  appropriation  accounts  for 
the  same  general  purposes ;  and 

(2)  The  remaining  balance  shall  be  withdrawn  and,  if  the  appropriation  was 
derived  in  whole  or  in  part  from  the  general  fund,  shall  revert  to  such  fund,  but 
if  the  appropriation  was  derived  solely  from  a  special  or  trust  fund,  shall  revert, 
unless  otherwise  provided  by  law,  to  the  fund  from  which  derived. 

(b)  The  transfers  and  withdrawals  required  by  subsection  (a)  of  this  section 
shall  be  made — 

(1)  not  later  than  September  30  of  the  fiscal  year  immediately  following 
the  fiscal  year  in  which  the  period  of  availability  for  obligation  expires,  in 
the  case  of  an  appropriation  available  both  for  obligation  and  disbursement, 
on  or  after  the  date  of  approval  of  this  Act ;  or 

(2)  not  later  than  September  30  of  the  fiscal  year  immediately  following 
the  fiscal  year  in  which  this  Act  is  approved,  in  the  case  of  an  appropriation 
which,  on  the  date  of  approval  of  this  Act,  is  available  only  for  disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance  of  an  appropriation 
account  shall  be  the  amount  of  unliquidated  obligations  applicable  to  such  ap¬ 
propriation  less  the  amount  collectible  as  repayments  to  the  appropriation  as  of 
the  close  of  the  fiscal  year  as  reported  pursuant  to  section  1311  (b)  of  the 
Supplemental  Appropriation  Act,  1955  (6S  Stat.  830;  31  U.  S.  C.  200  (b) ).  Collec¬ 
tions  authorized  to  be  credited  to  an  appropriation  but  not  received  until  after 
the  close  of  the  fiscal  year  in  which  such  appropriation  expires  for  obligation 
shall,  unless  otherwise  authorized  by  law,  be  credited  to  the  appropriation 
account  into  which  the  obligated  balance  has  been  or  will  be  transferred,  pur¬ 
suant  to  subsection  (a)  (1),  except  that  collections  made  by  the  General  Ac¬ 
counting  Office  for  other  Government  agencies  may  be  deposited  into  the  Treasury 
as  miscellaneous  receipts. 

(d)  The  transfers  and  withdrawals  required  pursuant  to  subsection  (a)  of 
this  section  shall  be  accounted  for  and  reported  as  of  the  fiscal  year  in  which  the 
appropriations  concerned  expire  for  obligation,  except  that  such  transfers  of  ap¬ 
propriations  described  in  subsection  (b)  (2)  of  this  section  shall  be  accounted 
for  and  reported  as  of  the  fiscal  year  in  which  this  Act  is  approved. 

Sec.  2.  Each  appropriation  account  established  pursuant  to  this  Act  shall  be 
accounted  for  as  one  fund  and  shall  be  available  without  fiscal  year  limitation 
for  payment  of  obligations  chargeable  against  any  of  the  appropriations  from 
which  such  account  was  derived.  Subject  to  regulations  to  be  prescribed  by  the 
Comptroller  General  of  the  United  States,  payment  of  such  obligations  may  be 
made  without  prior  action  by  the  General  Accounting  Office,  but  nothing  contained 
in  this  Act  shall  be  construed  to  relieve  the  Comptroller  General  of  the  United 
States  of  his  duty  to  render  decisions  upon  requests  made  pursuant  to  law  or  to 
abridge  the  existing  authority  of  the  General  Accounting  Office  to  settle  and 
adjust  claims,  demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  established  pursuant  to  this  Act  shall  be 
reviewed  periodically  but  at  least  once  each  fiscal  year,  by  each  activity  re¬ 
sponsible  for  the  liquidation  of  the  obligations  chargeable  to  such  accounts.  If 
the  undisbursed  balance  in  any  account  exceeds  the  obligated  balance  pertaining 
thereto,  the  amount  of  the  excess  shall  be  withdrawn  in  the  manner  provided  by 
section  1(a)  (2)  of  this  Act ;  but  if  the  obligated  balance  exceeds  the  undisbursed 
balance,  the  amount  of  the  excess  shall  be  transferred  to  such  account  from  the 
appropriation  currently  available  for  the  same  general  purposes.  A  review 
shall  be  made  as  of  the  close  of  each  fiscal  year  and  the  transfers  or  withdrawals 


BUDGETING  AND  ACCOUNTING 


3 


required  by  this  section  accomplished  not  later  than  September  30  of  the  follow¬ 
ing  fiscal  year,  but  the  transactions  shall  be  accounted  for  and  reported  as  of  the 
close  of  the  fiscal  year  to  which  such  review  pertains.  A  review  made  as  of  any 
other  date  for  which  transfers  or  withdrawals  are  accomplished  after  September 
30  in  any  fiscal  year  shall  be  accounted  for  and  reported  as  transactions  of  the 
fiscal  year  in  which  accomplished. 

(b)  Whenever  a  payment  chargeable  to  an  appropriation  account  established 
pursuant  to  this  Act  would  exceed  the  undisbursed  balance  of  such  account,  the 
amount  of  the  deficiency  may  be  transferred  to  such  account  from  the  appropri- 
tion  currently  available  for  the  same  general  purposes.  Where  such  deficiency 
is  caused  by  the  failure  to  collect  repayments  to  appropriations  merged  with 
the  appropriation  account  established  pursuant  to  this  Act,  the  amount  of  the 
deficiency  may  be  returned  to  such  current  appropriation  if  the  repayments  are 
subsequently  collected  during  the  same  fiscal  year. 

(c)  In  connection  with  his  audit  responsibilities,  the  Comptroller  General  of 
the  United  States  shall  report  to  the  head  of  the  agency  concerned,  to  the  Secre¬ 
tary  of  the  Treasury,  and  to  the  Director  of  the  Bureau  of  the  Budget,  respecting 
operations  under  this  Act,  including  an  appraisal  of  the  unliquidated  obligations 
under  the  appropriation  accounts  established  by  this  Act.  Within  thirty  days 
after  receipt  of  such  report,  the  agency  concerned  shall  accomplish  any  actions 
required  by  subsection  ( a )  of  this  section  which  such  report  shows  to  be  necessary. 

Sec.  4.  During  the  fiscal  year  following  the  fiscal  year  in  which  this  Act  be¬ 
comes  effective,  and  under  rules  and  regulations  to  be  prescribed  by  the  Comp¬ 
troller  General  of  the  United  States,  the  undisbursed  balance  of  the  appropriation 
account  for  payment  of  certified  claims  established  pursuant  to  section  2  of  the 
Act  of  July  6,  1949  (63  Stat.  407 ;  31  U.  S.  C.  712b),  shall  be  closed  in  the  manner 
provided  in  section  1  (a)  of  this  Act. 

Sec.  5.  The  obligated  balances  of  appropriations  made  available  for  obligation 
for  definite  periods  of  time  under  discontinued  appropriation  heads  may  be 
merged  in  the  appropriation  accounts  provided  for  by  section  1  hereof,  or  in  one 
or  more  other  accounts  to  be  established  pursuant  to  this  Act  for  discontinued 
appropriations  of  the  activity  currently  responsible  for  the  liquidation  of  the 
obligations. 

Sec.  6.  The  unobligated  balances  of  appropriations  which  are  not  limited  to  a 
definite  period  of  time  shall  be  withdrawn  in  the  manner  provided  in  section 
1(a)  (2)  of  this  Act  whenever  the  head  of  the  agency  concerned  shall  determine 
that  the  purpose  for  which  the  appropriation  was  made  has  been  fulfilled  or  will 
not  be  undertaken  or  continued ;  or,  in  any  event,  whenever  disbursements  have 
not  been  made  against  the  appropriation  for  two  full  consecutive  fiscal  years : 
Provided,  That  amounts  of  appropriations  not  limited  to  a  definite  period  of  time 
which  are  withdrawn  pursuant  to  this  section  or  were  heretofore  withdrawn 
from  the  appropriation  account  by  administrative  action  may  be  restored  to  the 
applicable  appropriation  account  for  the  payment  of  obligations  and  for  the 
settlement  of  accounts. 

Sec.  7.  The  following  provisions  of  law  are  hereby  repealed. 

(a)  The  proviso  under  the  heading  “Payment  of  certified  claims”  in  the  Act 
of  April  25, 1945  (59  Stat.  90 ;  31  U.  S.  C.  690)  ; 

(b)  Section  2  of  the  Act  of  July  6,  1949  (  63  Stat.  407 ;  31  U.  S.  C.  712b),  but 
the  repeal  of  this  section  shall  not  be  effective  until  June  30, 1957 ; 

(c)  The  paragraph  under  the  heading  “Payment  of  certified  claims”  in  the 
Act  of  June  30, 1949  (63  Stat.  358 ;  31  U.  S.  C.  712c)  ; 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat.  418 ;  31  U.  S.  C.  713a)  ;  and 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended  (31  U.  C.  C.  715). 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the  appropriations  for  the 
District  of  Columbia. 


[S.  3199,  84th  Cong.,  2d  sess.] 

A  BILL  To  improve  governmental  budgeting  and  accounting  methods  and  procedures,  and 

for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled, 

AMENDMENTS  TO  THE  BUDGET  AND  ACCOUNTING  ACT,  1621 

Section  1.  (a)  Section  213  of  the  Budget  and  Accounting  Act,  1921,  as  amended 
(31  U.  S.  C.  21),  is  amended  by  adding  at  the  end  thereof  the  following:  “The 
Director  shall  utilize  information  obtained  under  this  section,  among  other  pur- 
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poses,  to  prepare  comprehensive  reports,  other  than  purely  fiscal  reports,  showing 
the  financial  results  of  the  activities  of  the  departments  and  establishments. 
Such  reports  shall  be  prepared  on  a  fiscal  year  basis,  or  at  such  shorter  intervals 
as  the  Director  may  deem  practicable,  and  shall  be  transmitted  to  the  President 
and  to  the  Congress.” 

(b)  Section  216  of  such  Act,  as  amended  (31  U.  S.  C.  24),  is  amended  to  read 
as  follows : 

“Sec.  216.  (a)  For  purposes  of  administration  and  operation,  cost-based  budgets 
shall  be  used  by  all  departments  and  establishments  and  their  subordinate  units. 
Fund  allocations  within  the  departments  and  establishments  shall  be  made  on 
the  basis  of  such  cost  budgets. 

“(b)  Subordinate  operating  units  within  a  department  or  establishment  shall 
submit  quarterly  performance  reports  to  the  head  of  such  department  or  estab¬ 
lishment,  and  the  head  of  each  department  or  establishment  shall  submit  a  report 
to  the  bureau,  not  later  than  September  30  of  each  year,  on  the  conduct  of  its 
operations  in  the  preceding  fiscal  year.  The  bureau  shall,  on  the  basis  of  such 
reports,  submit  an  annual  performance  report  to  the  President  for  all  the  depart¬ 
ments  and  establishments. 

“(c)  Requests  for  regular,  supplemental,  or  deficiency  appropriations  which 
are  submitted  to  the  bureau  by  the  head  of  any  department  or  establishment  shall 
be  prepared  on  a  cost  basis  and  shall  include  such  data  and  be  submitted 
in  such  manner  as  the  President  may  determine  in  accordance  with  the  provisions 
of  section  201  of  this  Act. 

“(d)  The  Budget,  required  by  section  201  of  this  Act  to  be  transmitted  to  the 
Congress,  shall  contain  information  on  program  costs  and  accomplishments,  and 
a  review  of  performance  by  organizational  units  whenever  such  units  do  not 
coincide  with  performance  budget  classifications.” 

(c)  Title  II  of  such  Act,  as  amended,  is  amended  by  adding  at  the  end  thereof 
a  new  section  as  follows : 

“Sec.  218.  The  director,  under  such  rules  and  regulations  as  the  President  may 
prescribe,  shall  designate  and  assign  qualified  personnel  of  the  bureau  to  serve  in 
the  principal  departments  and  establishments,  as  determined  by  the  President, 
for  the  purpose  of  maintaining  a  continuous  review  by  the  bureau  of  budget 
preparation  and  administration  within  any  such  department  or  establishment, 
and  to  further  assist  the  bureau  in  carrying  out  its  managerial  functions  and 
responsibilities.  Not  more  than  two  persons  for  each  principal  subdivision  of 
a  department  or  establishment  shall  be  assigned  by  the  director  to  any  one  depart¬ 
ment  or  establishment,  and,  insofar  as  practicable,  persons  so  assigned  to  any 
department  or  establishment  shall  possess  the  combined  skills  of  the  statistician, 
cost  accountant,  administrative  expert,  and  program  analyst.  No  such  person 
shall  be  so  assigned  to  any  department  or  establishment  for  more  than  two 
consecutive  years.” 

AMENDMENTS  TO  THE  BUDGET  AND  ACCOUNTING  PROCEDURES  ACT  OF  1950 

Sec.  2.  (a)  Section  104  of  the  Budget  and  Accounting  Procedures  Act  of  1950 
(31  U.  S.  C.  ISa)  is  amended  by  adding  at  the  end  thereof  a  new  sentence  as 
follows :  “Each  executive  agency  of  the  Government  shall,  under  the  general 
supervision  of  the  Director  of  the  Bureau  of  the  Budget,  take  whatever  action 
may  be  necessary  to  achieve,  insofar  as  is  possible,  consistency  in  its  organiza¬ 
tional  structure,  budget  classifications,  and  accounting  systems.” 

(b)  Section  113  of  such  Act  (31  U.  S.  C.  66a)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection  : 

“(c)  As  soon  as  practicable  after  the  date  of  enactment  of  this  subsection,  the 
head  of  each  executive  agency  shall,  in  accordance  with  standards  prescribed  by 
the  Comptroller  General,  cause  the  accounts  of  such  agency  to  be  maintained 
on  an  accrual  basis  to  show  currently,  completely,  and  clearly  the  resources, 
liabilities,  and  costs  of  operations  of  such  agency  with  a  view  to  facilitating  the 
preparation  of  cost-based  budgets  and  agency  reports  as  required  by  section  216 
of  the  Budget  and  Accounting  Act,  1921.  The  accounting  system  required  by  this 
subsection  shall  include  adequate  monetary  property  accounting  records  as  an 
integral  part  of  the  system.” 

(c)  Such  Act  is  further  amended  by  adding  after  section  119  thereof  the  fol¬ 
lowing  new  sections : 
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“staff  office  of  accounting 

“Sec.  120.  (a)  There  is  hereby  established  in  the  Bureau  of  the  Budget,  under 
the  supervision  of  the  Director  thereof,  a  Staff  Office  of  Accounting,  the  head  of 
which  shall  be  the  Assistant  Director  of  Accounting,  to  be  appointed  by  the  Presi¬ 
dent,  and  to  receive  compensation  at  the  rate  of  $  per  annum. 

“(b)  It  shall  he  the  duty  of  the  Assistant  Director  for  Accounting — 

“  ( 1 )  to  develop  and  promulgate  an  overall  plan  for  accounting  and  report¬ 
ing  by  the  various  executive  agencies  which  is  consistent  with  the  principles, 
standards,  and  related  requirements  prescribed  by  the  Comptroller  General 
of  the  United  States  pursuant  to  section  112  of  this  part ; 

“(2)  to  expedite,  guide,  and  assist  in  the  introduction  of  modern  account¬ 
ing  methods  in  the  executive  agencies  which  are  consistent  with  such  overall 
plan ; 

“(3)  to  set  reasonable  and  definite  schedules  for  the  performance  of  the 
functions  of  such  agencies  and  to  watch  and  report  on  their  progress ; 

“(4)  to  stimulate  the  building  of  competent  accounting  and  auditing 
organizations  in  such  agencies  and  to  assist  actively  in  the  selection,  training, 
and  retention  of  capable  personnel ;  and 

“(5)  to  report  to  the  Director  of  the  Bureau  of  the  Budget  at  least  once 
each  year,  and  at  such  other  times  as  the  Director  may  require,  with  respect 
to  the  status  of  accounting  in  each  of  the  executive  agencies. 

“comptrollers  foe  executive  agencies 

“Sec.  121.  (a)  The  head  of  each  executive  agency  is  authorized  and  directed, 
with  the  advice  of  the  Assistant  Director  for  Accounting,  to  provide  for  the  ap¬ 
pointment  of  a  Comptroller  who  shall  be  directly  responsible  to  him,  and  wTho  shall 
have  the  following  functions  and  duties — 

“(1)  to  supervise  and  direct  the  setting  up  and  maintenance  in  such 
agency  of  adequate  accounting  and  auditing  systems  and  procedures  in  con¬ 
formity  with  the  overall  plan  prescribed  by  the  Assistant  Director  for  Ac¬ 
counting  pursuant  to  section  120  hereof ; 

“(2)  to  direct  the  recruitment,  training,  and  development  of  qualified  ac¬ 
counting  personnel  for  such  agency ; 

“(3)  to  develop  and  be  responsible  for  reliable  and  informative  financial 
reports  for  internal  management  purposes  and  for  submission  to  the  Congress 
and  the  various  executive  agencies  ; 

“(4)  to  interpret  and  advise  upon  significant  aspects  of  the  financial  re¬ 
ports  of  the  agency ;  and 

“(5)  to  direct  the  preparation  of  budgets  at  operating  levels  for  the  in¬ 
formation  of  the  head  of  the  agency  or  other  officials  responsible  for  budget 
policies  in  such  agency,  and  to  review  the  execution  of  such  budgets.” 

simplification  of  allotment  system  for  allocating  funds 

Sec.  3.  It  is  the  intent  of  the  Congress  that  each  executive  agency,  as  defined  in 
section  118  of  the  Budget  and  Accounting  Procedures  Act  of  1950,  shall  take  what¬ 
ever  steps  are  necessary  to  simplify  the  allotment  system  for  allocating  funds  to 
operating  units  within  such  agency,  and  in  making  such  simplification  each 
agency  shall  work  toward  the  objective  of  financing  each  operating  unit,  at  the 
highest  practical  level,  from  not  more  than  one  allotment  for  each  appropriation 
affecting  such  unit. 

SINGLE  AGENCY  ACCOUNTS 

Sec.  4.  (a)  Each  executive  agency,  as  defined  in  section  118  of  the  Budget 
and  Accounting  Procedures  Act  of  1950,  shall,  in  accordance  with  principles  and 
standards  prescribed  by  the  Comptroller  General,  maintain  a  single  account  unde?' 
each  appropriation  title  or  fund. 

(b)  This  section  shall  take  effect  on  the  first  day  of  the  first  fiscal  year  com¬ 
mencing  after  the  date  of  enactment  of  this  Act. 

JOINT  STUDY  BY  BUREAU  OF  BUDGET  AND  GENERAL  ACCOUNTING  OFFICE 

Sec.  5.  (a)  The  Director  of  the  Bureau  of  the  Budget  and  the  Comptroller 
General  shall  jointly  undertake  a  study  and  investigation  to  determine — 

(1)  what  steps  can  be  taken  to  eliminate  (A)  duplicate  accounts  within 
the  Treasury  Department,  and  (B)  duplicate  accounting  as  between  the 
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Treasury  Department  and  the  other  departments  and  agencies  of  the  Govern¬ 
ment  ;  and 

(2)  the  adequacy  of  internal  auditing  in  the  executive  departments  and 
agencies  of  the  Government. 

(b)  The  Director  of  the  Bureau  of  the  Budget  and  the  Comptroller  General 
shall  report  the  results  of  their  study  and  investigation  together  with  such  rec¬ 
ommendations  as  they  deem  appropriate,  to  the  Congress  not  later  than  two  years 
after  the  date  of  enactment  of  this  Act. 


[S.  2480,  84th  Cong.,  1st  sess.] 

A  BILL.  To  provide  for  improving  accounting  methods  in  the  executive  branch  of  the 

Government,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  the  Budget  and  Accounting  Procedures 
Act  of  1950  is  hereby  amended  by  adding  after  section  119  thereof  the  following 
new  sections : 

“staff  office  of  accounting 

“Sec.  120.  (a)  There  is  hereby  established  in  the  Bureau  of  the  Budget,  under 
the  supervision  of  the  Director  thereof,  a  Staff  Office  of  Accounting,  the  head  of 
which  shall  be  the  Assistant  Director  of  Accounting,  to  be  appointed  by  the  Presi¬ 
dent,  by  and  with  the  advice  and  consent  of  the  Senate,  and  to  receive  compensa¬ 
tion  at  the  rate  of  $  per  annum. 

“(b)  It  shall  be  the  duty  of  the  Assistant  Director  for  Accounting¬ 
'll)  to  develop  and  promulgate  an  overall  plan  for  accounting  and  report¬ 
ing  by  the  various  executive  agencies  which  is  consistent  with  the  principles, 
standards,  and  related  requirements  prescribed  by  the  Comptroller  General 
of  the  United  States  pursuant  to  section  112  of  this  part ; 

“(2)  to  expedite,  guide,  and  assist  in  the  introduction  of  modern  account¬ 
ing  methods  in  the  executive  agencies  which  are  consistent  with  such  overall 
plan ; 

“(3)  to  set  reasonable  and  definite  schedules  for  the  performance  of  the 
functions  of  such  agencies  and  to  watch  and  report  on  their  progress ; 

“(4)  to  stimulate  the  building  of  competent  accounting  and  auditing  or¬ 
ganizations  in  such  agencies  and  to  assist  actively  in  the  selection,  training, 
and  retention  of  capable  personnel ;  and 

“(5)  to  report  to  the  Director  of  the  Bureau  of  the  Budget  at  least  once 
each  year,  and  at  such  other  times  as  the  Director  may  require,  with  respect 
to  the  status  of  accounting  in  each  of  the  executive  agencies. 

“comptrollers  for  executive  agencies 

“Sec.  121.  (a)  The  head  of  each  executive  agency  is  authorized  and  directed, 
with  the  advice  of  the  Assistant  Director  for  Accounting,  to  provide  for  the  ap¬ 
pointment  of  a  Comptroller  who  shall  be  directly  responsible  to  him,  who  shall 
receive  compensation  at  the  rate  of  $  per  annum,  and  who  shall  have  the 

following  functions  and  duties — 

“(1)  to  supervise  and  direct  the  setting  up  and  maintenance  in  such  agency 
of  adequate  accounting  and  auditing  systems  and  procedures  in  conformity 
with  the  overall  plan  prescribed  by  the  Assistant  Director  for  Accounting 
pursuant  to  section  120  hereof ; 

“(2)  to  direct  the  recruitment,  training,  and  development  of  qualified 
accounting  personnel  for  such  agency ; 

“(3)  to  develop  and  be  responsible  for  reliable  and  informative  financial 
reports  for  internal  management  purposes  and  for  submission  to  the  Congress 
and  the  various  executive  agencies ; 

“(4)  to  interpret  and  advise  upon  significant  aspects  of  the  financial  re¬ 
ports  of  the  agency ;  and 

“(5)  to  direct  the  preparation  of  budgets  at  operating  levels  for  the  infor¬ 
mation  of  the  head  of  the  agency  or  other  officials  responsible  for  budget 
policies  in  such  agency,  and  to  review  the  execution  of  such  budgets.” 
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[S.  2369,  84th  Cong.,  1st  sess.] 

A  BILL  To  provide  for  improving  accounting  methods  in  the  executive  branch  of  the 

Government,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  the  Budget  and  Accounting  Procedures 
Act  of  1950  is  hereby  amended  by  adding  after  section  119  thereof  the  following: 
new  sections : 

STAFF  OFFICE  OF  ACCOUNTING 

Sec.  120.  (a)  There  is  hereby  established  in  the  Bureau  of  the  Budget,  under 
the  supervision  of  the  Director  thereof,  a  Staff  Office  of  Accounting,  the  head 
of  which  shall  be  the  Assistant  Director  for  Accounting,  to  be  appointed  by  the 
President,  by  and  with  the  advice  and  consent  of  the  Senate,  and  to  receive 
compensation  of  $  per  annum. 

(b)  It  shall  be  the  duty  of  the  Assistant  Director  for  Accounting — 

(1)  to  develop  and  promulgate  an  overall  plan  for  accounting  and  re¬ 
porting  by  the  various  executive  agencies  which  is  consistent  with  the  prin¬ 
ciples,  standards,  and  related  requirements  prescribed  by  the  Comptroller 
General  of  the  United  States  pursuant  to  section  112  of  this  part ; 

(2)  to  expedite,  guide,  and  assist  in  the  introduction  of  modern  account¬ 
ing  methods  in  the  executive  agencies  which  are  consistent  with  such  overall 
plan ; 

(3)  to  set  reasonable  and  definite  schedules  for  the  performance  of  the 
functions  of  such  agencies  and  to  watch  and  report  on  their  progress ; 

(4)  to  stimulate  the  building  of  competent  accounting  and  auditing 
organizations  in  such  agencies  and  to  assist  actively  in  the  selection,  train¬ 
ing,  and  retention  of  capable  personnel ;  and 

(5)  to  report  to  the  Director  of  the  Bureau  of  the  Budget  at  least  once 
a  year,  and  at  such  other  times  as  the  Director  may  require,  with  respect, 
to  the  status  of  accounting  in  each  of  the  executive  agencies. 

COMPTROLLERS  FOR  EXECUTIVE  AGENCIES 

Sec.  121.  (a)  The  head  of  each  executive  agency  is  authorized  and  directed, 
with  the  advice  of  the  Assistant  Director  for  Accounting,  to  provide  for  the- 
appointment  of  a  comptroller  who  shall  be  directly  responsible  to  him,  who  shall 
receive  compensation  at  the  rate  of  $  per  annum,  and  who  shall  have 

the  following  functions  and  duties : 

(1)  To  supervise  and  direct  the  setting  up  and  maintenance  in  such  agency 
of  adequate  accounting  and  auditing  systems  and  procedures  in  conformity  with 
the  overall  plan  prescribed  by  the  Assistant  Director  for  Accounting  pursuant 
to  section  120  thereof. 

(2)  To  direct  the  recruitment,  training,  and  development  of  qualified  account¬ 
ing  personnel  for  such  agency. 

(3)  To  develop  and  be  responsible  for  reliable  and  informative  financial  re¬ 
ports  for  internal  management  purposes  and  for  submission  to  the  Congress 
and  the  various  executive  agencies. 

(4)  To  interpret  and  advise  upon  significant  aspects  of  the  financial  reports 
of  the  agency. 

(5)  To  direct  the  preparation  of  budgets  at  operating  levels  for  the  informa¬ 
tion  of  the  head  of  the  agency  or  other  officials  responsible  for  budget  policies 
in  such  agency,  and  to  review  the  execution  of  such  budgets. 


Subcommittee  on  Reorganization  of  the  Senate  Committee  on  Government 

Operations 

STAFF  MEMORANDUM  NO.  84-2-3,  FEBRUARY  28,  1956 

Subject :  Draft  of  bill  relating  to  the  payment  of  certain  claims  against  the  Gov¬ 
ernment  where  the  appropriation  therefor  has  lapsed. 

The  attached  draft  of  a  bill  was  prepared  by  the  General  Accounting  Office 
in  cooperation  with  the  Bureau  of  the  Budget  and  Department  of  the  Treasury 
for  the  purpose  of  improving  accounting  in  accordance  with  the  recommendations; 
of  the  second  Hoover  Commission,  in  its  report  on  Budgeting  and  Accounting, 
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The  attached  bill  would  supersede  S.  2678,  introduced  by  Senator  Smith  of  New 
Jersey,  last  July,  which  is  pending  before  the  subcommittee.  The  agencies  re¬ 
ferred  to  above,  after  thorough  examination  of  the  problem,  have  recommended  a 
number  of  significant  improvements  which  it  is  believed  can  be  handled  more 
expeditiously  by  introduction  of  a  clean  bill. 

The  revised  draft  has  been  cleared  by  the  Bureau  of  the  Budget  with  all 
affected  departments  and  agencies  which  are  in  accord  with  its  objectives.  How¬ 
ever,  the  Department  of  Defense  has  suggested  certain  technical  changes  which 
have  not  been  accepted  by  the  Bureau  of  the  Budget  or  the  General  Accounting 
Office. 

PURPOSE 

This  bill  would  change  the  existing  requirement  of  law  with  respect  to  appro¬ 
priations  available  for  a  definite  period  of  time,  by  (1)  closing  such  accounts  at 
the  end  of  the  obligation  period  (June  30  each  year)  instead  of  at  the  end  of 
2  succeeding  years,  and  (2)  by  extending  indefinitely  the  authority  of  the  agencies 
to  liquidate  undisputed  liabilities  incurred  against  prior-year  appropriations.  At 
the  present  time  obligations  chargeable  to  lapsed  appropriations  are  examined 
by  the  agency  and  forwarded  to  the  General  Accounting  Office  for  approval.  They 
are  then  transmitted  to  the  Treasury  where,  if  funds  are  available,  they  are  paid ; 
if  not  available,  they  are  included  in  a  deficiency  appropriation  request.  Under 
the  proposed  legislation  the  various  agencies  of  the  Government  would  be  per¬ 
mitted  to  pay  these  claims ;  however,  if  a  question  of  law  or  fact  is  involved 
the  claims  would  be  sent  to  the  GAO  for  approval. 

The  bill  is  designed  to  improve  the  appropriation  and  fund  accounting  of  the 
departments  and  agencies  of  the  Government,  authorize  the  elimination  of 
approximately  35,000  detailed  ledger  accounts  maintained  by  the  General  Ac¬ 
counting  Office,  Department  of  the  Treasury,  and  other  agencies ;  and  facilitate 
the  payment  of  claims  for  money  due  and  payable  from  lapsed  appropriations. 
Payment  from  the  lapsed  appropriations  would  be  possible  by  transferring,  at 
the  end  of  each  fiscal  year,  the  obligated  balance  of  each  account  to  a  consolidated 
appropriation  account  from  which  agencies  would  approve  claims  presented 
for  payment  after  the  close  of  the  fiscal  year. 

It  is  understood  that  the  Department  of  Defense  prefers  that  this  draft  be 
changed  to  permit  the  transfer  of  lapsed  appropriations  into  one  account; 
authority  to  restore  funds  to,  or  in  some  instances  from  certain  accounts,  and 
contends  that  it  needs  a  year  or  two  lead  time  prior  to  implementation  of  this 
procedure. 

The  General  Accounting  Office  reported  to  the  committee  that  the  following 
advantages  will  accrue  to  the  Government  if  this  proposal  is  enacted  into  law : 

(1)  We  believe  that  this  substitute  bill  will  satisfactorily  fulfill  the  objectives 
of  S.  2678,  and,  in  addition,  will  result  in  substantial  accounting  improvements 
which  the  pending  measure  does  not  contemplate. 

(2)  Since  the  “Payment  of  certified  claims”  is  classified  as  a  Treasury  Depart¬ 
ment  appropriation  account,  the  liquidation  of  outstanding  obligations  against 
lapsed  appropriations  is  recorded  as  an  expenditure  of  that  Department,  rather 
than  an  expenditure  of  the  agencies  benefiting  therefrom.  This  accounting  treat¬ 
ment  overstates  expenditures  of  the  Treasury  Department  and  correspondingly 
understates  expenditures  of  the  agencies  which  incurred  the  obligations. 

(3)  We  believe  the  legislation  which  we  are  proposing  is  sound  in  principle 
and  will  materially  advance  the  cause  of  accounting  improvement  in  the  Gov¬ 
ernment,  with  substantial  decrease  in  the  cost  of  administration,  and  with  no 
sacrifice  of  the  appropriation  safeguards. 

Glenn  K.  Shriveb, 
Professional  Staff  Member. 


Subcommittee  on  Reorganization  of  the  Senate  Committee  on  Government 

Operations 

STAFF  MEMORANDUM  NO.  84-2-4 

Subject:  S.  3362  (Kennedy) — To  simplify  accounting,  facilitate  the  payment  of 
obligations  and  for  other  purposes. 

This  memorandum  is  intended  to  supplement  the  information  contained  in 
staff  memorandum  84-2-3,  dated  February  28,  1956,  which  contained  a  brief  out¬ 
line  of  the  salient  features  of  S.  3362  prior  to  its  introduction  in  the  Senate. 
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This  bill  will  make  possible  certain  improvements  in  accounting,  disbursing  and 
fiscal  reporting  throughout  the  Government  without  removing  the  safeguards 
which  are  needed  to  assure  that  appropriations  are  controlled  in  accordance 
with  the  purpose  and  intent  of  Congress.  The  objectives  to  be  attained  by  this 
bill  have  been  studied  by  the  Joint  Accounting  Improvement  Committee,  com¬ 
posed  of  technicians  of  the  Department  of  the  Treasury,  Bureau  of  the  Budget, 
and  General  Accounting  Office  during  the  past  5  years.  These  departments  and 
agencies  have  approved  this  bill. 

The  Hoover  Commission  and  its  task  force  recommended  in  its  report  on 
budget  and  accounting  that  the  various  agencies  of  the  Government  be  authorized 
to  settle  delayed  bills  without  prior  approval  of  the  General  Accounting  Office 
and  that  one  account  be  established  for  controlling  the  amount  available  for 
liquidation  of  valid  obligations. 

The  Hoover  Commission’s  recommendation  follows : 

“That  each  department  and  agency  be  authorized  to  maintain  a  single  account 
under  each  appropriation  title  or  fund  for  controlling  the  amount  available  for 
the  liquidation  of  valid  obligations”  (recommendation  No.  17) . 

The  Commission  further  stated  that : 

“All  agency  disbursements  must  be  related  to  a  legal  appropriation.  Where 
the  appropriations  are  annual  appropriations  (as  distinguished  from  no-year 
appropriations)  the  agencies  are  authorized  to  make  payments  therefrom  during 
the  fiscal  year  for  which  appropriated  or  during  the  succeeding  2  fiscal  years. 
This  results  in  keeping  separate  accounts  for  appropriations,  allotments,  subal¬ 
lotments,  obligations  and  related  cash  payments  for  each  of  3  years.  The  effect 
is  an  unnecessary  complication  in  the  accounting  for  disbursements  in  executive 
agencies  and  in  the  separate  accounts  maintained  at  the  Treasury. 

“The  agencies  should  be  authorized  to  merge  the  balance  of  unliquidated 
obligations  under  any  one  appropriation  title  with  the  latest  annual  appro¬ 
priation  under  that  same  title.1  Annual  appropriations  which  are  not  obligated 
within  the  appropriation  year  cease  to  be  available  and  at  the  end  of  such  year 
would  be  eliminated.  The  remaining  balances  should  be  available  for  liquidation 
of  legal  abilities  until  expended  or  written  off.” 

At  the  present  time  vouchers  which  are  submitted  to  the  respective  agencies 
for  payment  after  the  appropriations  have  lapsed,  are  referred  to  the  General 
Accounting  Office,  for  review,  and  clearance  before  submission  to  the  Treasury 
Department.  These  vouchers  are  commonly  referred  to  as  “claims,”  however 
they  are  not  a  “claim”  as  that  term  is  generally  used  in  the  legal  profession, 
but  merely  bills  which  were  submitted  for  payment  after  the  appropriation  has 
lapsed. 

The  Hoover  Commission  considered  this  procedure  of  handling  so-called  claims 
or  delayed  bills  and  made  the  following  recommendation  : 

“That  vouchers  which  are  otherwise  valid  but  as  to  which  appropriations 
have  lapsed  should  not  be  referred  as  ‘claims’  to  the  General  Accounting  Office, 
but  should  be  settled  within  the  agencies”  (recommendation  No.  18) . 

Section  305  of  the  Budget  and  Accounting  Act  of  1921  provides : 

“All  claims  and  demands  whatever  by  the  Government  of  the  United  States 
or  against  it,  *  *  *  shall  be  settled  and  adjusted  in  the  General  Accounting 
Office.” 

“There  are  some  exceptions.  These  include  the  Internal  Revenue  Service  for 
income  tax  matters ;  the  Railroad  Retirement  Board  for  pension  claims ;  the 
Social  Security  Administration  for  old-age  and  survivor  insurance  claims ;  and 
the  Veterans’  Administration  for  benefit  payments.  Otherwise,  “claims”  made 
against  an  executive  agency  are  reviewed  by  the  agency  concerned  and  then 
submitted  to  the  General  Accounting  Office  for  settlement.  Where  the  claim 
relates  to  an  open  appropriation  it  is,  if  approved  by  the  General  Accounting 
Office,  returned  to  the  executive  agency  for  payment.  Requests  for  payment 
under  lapsed  appropriations  are  currently  designated  as  “claims”  and  hence 
are  referred  to  the  General  Accounting  Office.  Such  claims  are,  if  approved  by 
the  General  Accounting  Office  recorded  in  the  records  of  that  office.  They  are  then 
referred  to  the  Treasury  Department  for  payment  from  the  “payment  of  certified 
claims”  account. 

“During  1954,  38,000  of  the  claims  received  by  the  General  Accounting  Office 
related  to  lapsed  appropriations.  Approximately  28,000  of  them  did  not  involve 


1  This  bill  would  not  merge  the  unliquidated  balances  of  appropriations,  but  would 
authorize  writing  off  these  amounts.  However,  the  obligated  balance  would  be  transferred 
to  a  no-year  account  for  payment  of  delayed  bills. 
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any  doubtful  or  complex  matter.  It  is  apparent  that  under  existing  procedure 
the  General  Accounting  Office  is  engaged  in  examining  and  settling  as  “claims” 
many  requests  for  payment  which  are  routine  and  involve  no  questions  of  law 
or  fact.  Substantial  economies  would  be  obtained  if  the  agencies  were  au¬ 
thorized  to  make  direct  settlement  of  claims  without  their  prior  submission 
to  the  General  Accounting  Office,  except  in  those  cases  involving  questions  of  law 
or  fact.  If  this  were  done,  unexpended  balances  of  closed  appropriations  which 
are  normally  transferred  to  the  “payment  of  certified  claims”  account  maintained 
at  the  Treasury  Department  would  be  retained  in  the  agencies.  Agency  pro¬ 
cedures  in  settling  claims  would,  of  course,  be  subject  to  review  and  audit  by 
the  General  Accounting  Office  ” 

CONCLUSION 

During  the  last  6  months  of  1947  the  staff  of  this  committee,  at  the  direction 
of  the  chairman,  made  a  study  of  the  accounting  and  financial  reporting  sys¬ 
tem  of  the  Government  for  the  purpose  of  focusing  attention  on  certain  orders 
and  regulations  which  compelled  the  agencies  to  maintain,  duplicate  records, 
and  prepare  certain  reports  which  were  of  questionable  value  to  the  agencies 
concerned. 

As  a  result  of  this  survey  and  staff  memorandum  No.  1  dated  August  21, 
1947,  the  General  Accounting  Office,  Bureau  of  the  Budget  and  Department  of 
the  Treasury  set  up  accounting  survey  committees,  which  later  became  the  joint 
accounting  improvement  program,  authorized  by  the  Budget  and  Accounting 
Procedures  Act  of  1950,  Public  Law  784,  approved  September  12, 1950. 

The  procedures  and  methods  followed,  for  the  payment  of  “claims”  was  one 
of  the  activities  wThich  this  group  of  technicians  studied  during  the  past  5 
years,  and  as  a  result  of  its  study  and  discussion  with  the  Hoover  Commission 
Task  Force  on  Budgeting  and  Accounting,  the  Commission  recommended  that 
improvement  be  made  to  expedite  the  payment  of  obligations  chargeable  to  lapsed 
appropriations. 

The  General  Accounting  Office  has  assured  the  staff  that  should  this  bill  be 
enacted  into  law,  it  will  expedite  the  payment  of  old  bills,  make  possible  the 
abolition  of  a  substantial  portion  of  the  35.000  accounts  now  required  for  payment 
of  these  bills,  and  save  manpower  and  reduce  administrative  expenses  in  the 
General  Accounting  Office  and  in  other  departments  and  agencies. 

Glenn  K.  Shrtver, 
Professional  Staff  Member. 


Subcommittee  on  Reorganization  of  the  Senate  Committee  on 
Government  Operations 

STAFF  MEMORANDUM  NO.  84-2-5,  MARCH  7,  1956 

Subject:  S.  2369  (Smathers  for  Kennedy),  to  provide  for  improving  accounting 
methods  in  the  executive  branch  of  the  Government,  and  for  other  purposes. 

PURPOSE 

S.  2369  is  designed  to  implement  recommendations  Nos.  10,  11,  and  12  of  the 
Second  Hoover  Commission  Report  on  Budget  and  Accounting.  S.  2480  (Mc¬ 
Carthy),  is  identical.  The  purpose  of  S.  2369  is  to  authorize  the  establishment 
of  a  Staff  Office  of  Accounting  in  the  Bureau  of  the  Budget,  the  head  of  which 
would  be  an  Assistant  Director  appointed  by  the  President  and  confirmed  by  the 
Senate.  This  official  would  be  responsible  for  developing  and  promulgating  over¬ 
all  accounting  and  reporting  procedures,  and  would  assist  in  introduction  of 
modern  accounting  systems,  follow-up  on  performance  by  the  various  agencies, 
assist  in  selection  and  training  of  accountants,  and  make  such  reports  as  are  re¬ 
quired  by  the  Director  of  the  Bureau  of  the  Budget. 

Section  121  of  the  bill  would  authorize  the  head  of  each  agency  to  appoint  a 
comptroller  for  his  department,  after  consultation  with  the  Assistant  Director  of 
the  Bureau  of  the  Budget  for  Accounting. 

The  agency  Comptroller  would,  under  this  bill,  supervise  the  establistment  and 
maintenance  of  adequate  accounting  and  reporting  systems,  direct  the  training 
of  accounting  personnel,  prepare  reports  for  internal  management  purposes,  for 
submission  to  Congress,  interpret  reports,  and  direct  the  preparation  of  budget 
estimates  at  the  operating  level  within  the  agency. 
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In  a  report  to  the  chairman  of  the  subcommittee,  dated  November  15,  1950, 
the  Comptroller  General  commented  as  follows  on  this  bill : 

“It  is  our  view  that  primary  reliance  must,  of  necessity,  continue  to  be  placed 
upon  the  head  of  each  executive  agency  because  of  the  fact  that  accounting  is  an 
integral  part  of  total  management  responsibility  and  any  effort  to  obtain  im¬ 
provements  must  have  the  full  support  of  management  to  be  successful.  How¬ 
ever,  the  objective  of  the  proposed  legislation,  namely,  placing  added  emphasis  on 
getting  the  job  done  governmentwide,  could  be  very  helpful  in  expediting  progress 
and  need  in  no  way  be  deemed  inconsistent  with  the  joint  accounting  improvement 
program  carried  on  jointly  by  the  Secretary  of  the  Treasury,  Director  of  the 
Bureau  of  the  Budget,  and  the  Comptroller  General  of  the  United  States  for 
several  years. 

“We  do  not  believe  that  specific  legislation  is  required  in  order  for  the  Bureau 
of  the  Budget  to  undertake  action  of  the  character  provided  for  in  the  legislation. 
Moreover,  we  question  the  desirability  of  specifically  providing  for  an  organiza¬ 
tional  unit  and  for  the  position  of  Assistant  Director  for  Accounting  by  statute. 
It  is  our  observation  that  such  statutes  are  likely  to  become  outmoded  when  or¬ 
ganizational  provisions  are  included  therein. 

“Section  121  provides  for  Comptrollers  in  each  executive  agency.  Here,  again, 
we  do  not  believe  that  legislation  is  required.  Because  of  the  wide  divergence 
in  size,  functions  and  existing  organizational  patterns  in  the  many  executive 
agencies,  we  believe  it  would  be  preferable  for  the  statute  to  omit  or,  in  any 
event,  be  less  specific  as  to  the  title  and  compensation  of  the  official  to  whom  the 
head  of  the  agency  would  assign  the  functions  and  duties  described  if  legislation 
is  deemed  desirable.  *  *  *” 

In  support  of  his  views  the  Comptroller  General  transmitted  by  letter  dated 
November  15,  1955,  the  following  additional  comments  on  recommendations 
numbered  10, 11,  and  12  of  the  Hoover  Commission  report : 

Recommendation  No.  10 

“That  there  be  established  under  the  Director  of  the  Bureau  of  the  Budget  a 
new  Staff  Office  of  Accounting  headed  by  an  Assistant  Director  for  Accounting, 
with  powers  and  duties  as  follows : 

“(a)  To  develop  and  promulgate  an  overall  plan  for  accounting  and  re¬ 
porting,  consistent  with  broad  policies  and  standards  prescribed  by  the 
Comptroller  General.  These  broad  policies  and  standards  should  continue 
to  be  developed  in  cooperation  with  the  executive  branch. 

“(&)  To  expedite,  guide,  and  assist  in  the  introduction  of  modern  account¬ 
ing  methods  in  the  executive  agencies  consistent  with  the  overall  plan. 

“(c)  To  set  reasonable  but  definite  time  schedules  for  performance  and 
to  watch  progress. 

“(d)  To  stimulate  the  building  of  competent  accounting  and  auditing 
organizations  in  the  executive  agencies  and  to  assist  actively  in  the  selection, 
training,  and  retention  of  capable  personnel. 

“(e)  To  report  at  least  annually  to  the  Budget  Director  with  respect  to 
the  status  of  accounting  in  each  of  the  executive  agencies. 

“The  objective  of  this  recommendation,  as  we  understand  it,  is  to  afford  a 
means  by  which  the  executive  branch  can  more  effectively  meet  its  responsibilities 
to  stimulate  improvements  in  accounting.  The  recommendation  recognizes  a 
need  for  continuing  joint  action  of  the  executive  and  legislative  branches  as 
now  provided  for  under  the  joint  program  for  improving  accounting  in  the  Fed¬ 
eral  Government.  As  the  Committee  on  Government  Operations  is  well  aware, 
through  its  activities  in  connection  with  the  Budget  and  Accounting  Procedures 
Act  of  1950,  that  statute  recognized  the  coordinate  responsibilities  of  agency 
management,  the  Secretary  of  the  Treasury,  the  Director  of  the  Bureau  of  the 
Budget  and  the  Comptroller  General,  for  making  continuing  improvements  in 
the  financial  management  of  Federal  Government  activities. 

“In  its  accounting  and  reporting  provisions  the  statute  clearly  places  respon¬ 
sibility  upon  the  Comptroller  General  for  principles,  standards,  and  related 
requirements ;  directs  the  General  Accounting  Office  to  cooperate  with  the  execu¬ 
tive  agencies  in  the  development  of  their  accounting  systems  and  to  approve 
them  when  deemed  by  the  Comptroller  General  to  be  adequate  and  in  conformity 
with  the  principles,  standards,  and  related  requirements  prescribed  by  him ;  and 
places  upon  the  General  Accounting  Office  the  responsibility  for  the  review  of 
accounting  systems  of  the  executive  agencies.  As  recognized  in  the  report  of  the 
Hoover  Commission  on  Budget  and  Accounting,  the  Comptroller  General  has 
75661—56 - 2 
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equipped  himself  to  carry  out  these  responsibilities  through  the  exercise  of  his 
accounting  systems  function.  Particular  stress  in  the  report  is  laid  upon  the 
excellent  cooperation  developed  between  the  General  Accounting  Office  and  the 
executive  agencies.  No  diminution  or  change  in  this  cooperative  working  rela¬ 
tionship  between  the  General  Accounting  Office  and  the  executive  agencies  is 
contemplated,  nor  do  we  presume  that  any  change  is  intended  or  implied  by  the 
recommendations  under  discussion. 

“Within  the  executive  branch  the  head  of  each  executive  agency  is  assigned  the 
responsibility  by  section  113  (a)  of  the  Budget  and  Accounting  Procedures  Act 
of  1950  of  establishing  and  maintaining  adequate  systems  of  accounting  and 
internal  control  in  conformity  with  the  principles,  standards,  and  related  require¬ 
ments  prescribed  by  the  Comptroller  General  as  referred  to  therein.  It  is  our 
view  that  primary  reliance  must,  of  necessity,  continue  to  be  placed  upon  the 
head  of  each  executive  agency  because  of  the  fact  that  accounting  is  an  integral 
part  of  total  management  responsibility  and  any  effort  to  obtain  improvements 
must  have  the  full  support  of  agency  management  to  be  successful.  However, 
the  added  emphasis  on  getting  the  job  done  governmentwide,  contemplated  by 
the  above  recommendation,  could  be  very  helpful  in  expediting  progress  if  appro¬ 
priately  carried  out.  Such  an  effort  need  in  no  way  be  exercised  in  a  manner 
inconsistent  with  the  joint  accounting  improvement  program  carried  on  jointly 
by  the  Secretary  of  the  Treasury,  the  Director  of  the  Bureau  of  the  Budget,  and 
the  Comptroller  General  of  the  United  States  for  the  last  several  years.  The 
essence  of  this  arrangement  is  the  recognition  of  the  fact  that  each  of  the  central 
agencies  concerned,  along  with  individual  executive  agencies,  has  a  part  to  play 
in  the  total  operation  and  that  the  desired  results  can  only  be  achieved  through 
joint  efforts  carried  out  with  mutual  respect  for  the  responsibilities  of  each.” 

Recommendation  No.  11 

“That  as  an  aid  to  financial  management  the  position  of  comptroller  be  estab¬ 
lished  in  the  principal  agencies  and  major  subdivisions  thereof  embracing  the 
following  duties  and  functions : 

“(a)  To  direct  the  setting  up  and  maintenance  throughout  his  agency 
of  adequate  accounting  and  auditing  systems  and  procedures  in  conformity 
with  the  provisions  of  the  Budget  and  Accounting  Procedures  Act  of  1950. 

“(b)  To  direct  the  recruitment,  training,  and  development  of  qualified 
accounting  personnel. 

“(c)  To  develop  and  be  responsible  for  reliable  and  informative  financial 
reports  for  (1)  internal  management  purposes  and  (2)  for  issue  to  the  Con¬ 
gress  and  other  executive  departments  or  agencies. 

“(d)  To  direct  the  preparation,  and  review  execution  of  budgets  prepared 
at  operating  levels  for  the  information  of  top  management  which  is  respon¬ 
sible  for  budget  policies. 

“We  endorse  the  emphasis  placed  on  the  financial  management  function  in 
each  executive  agency  which  is  the  apparent  objective  of  this  recommendation. 
However,  because  of  the  wide  divergence  in  size,  functions,  and  existing  organi¬ 
zational  patterns  in  the  many  executive  agencies,  it  is  doubted  that  any  single  pat¬ 
tern  of  organization  will  fit  all  agencies.  In  the  final  analysis  the  responsibility 
for  financial  management  must  necessarily  rest  upon  the  head  of  each  executive 
agency  as  a  part  of  his  total  management  responsibility.  This  has  been  made 
abundantly  clear  as  a  matter  of  statute  in  section  113  (a)  of  the  Budget  and 
Accounting  Procedures  Act  of  1950,  previously  referred  to  above.” 

Recommendation  No.  12 

“That  the  selection  of  agency  comptrollers  and  the  building  of  competent 
accounting  organizations  in  the  executive  agencies  through  the  selection,  train¬ 
ing,  and  retention  of  capable  personnel  be  an  important  phase  of  the  guidance 
and  help  to  be  given  by  the  Assistant  Director  for  Accounting  in  the  Bureau  of 
the  Budget. 

“This  recommendation  is  one  facet  of  the  larger  problems  commented  upon  in 
connection  with  the  two  preceding  recommendations  and  is  covered  by  our  pre¬ 
vious  comments.” 

On  July  26,  1955,  the  chairman  of  the  Subcommittee  on  Reorganization  re¬ 
quested  comments  and  recommendations  from  all  of  the  major  departments  and 
agencies  of  the  Government,  however,  as  of  this  date,  only  one  agency  replied 
and  its  comments  are  included  in  this  memorandum. 

In  some  respects  the  objectives  intended  under  this  bill  are  analogous  to  the 
purpose  contemplated  by  recommendation  No.  10  of  the  first  Hoover  Commission. 

This  recommendation  follows : 
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“  <&)  An  Accountant  General  be  established  under  the  Secretary  of  the  Treasury 
with  authority  to  prescribe  general  accounting  methods  and  enforce  accounting 
procedures.  These  methods  and  procedures  should  be  subject  to  the  approval  of 
the  Comptroller  General  within  the  powers  now  conferred  upon  him  by  the 
Congress. 

“(b)  The  Accountant  General  should,  on  a  report  basis,  combine  agency  accounts 
into  the  summary  accounts  of  the  Government  and  produce  financial  reports  for 
the  information  of  the  Chief  Executive,  the  Congress,  and  the  public.” 

In  1950  the  Committee  on  Government  Operations  held  extensive  hearings  on 
S.  2054,  a  bill  to  implement  recommendations  of  the  first  Hoover  Commission. 
During  these  hearings  the  advantages  and  disadvantages  incident  to  the  estab¬ 
lishment  of  an  office  of  an  Accountant  General  in  the  Department  of  the  Treasury 
was  considered  by  the  committee  and  rejected  because  (1)  the  Comptroller  Gen¬ 
eral,  who  is  an  arm  of  the  legislative  branch  of  the  Government,  has  had  this 
responsibility  for  many  years  and  has  performed  it  satisfactorily,  and  (2)  the 
surveillance  over  accounting  and  fiscal  matters  are  a  legislative  responsibility, 
as  contrasted  to  executive  department  responsibility. 

CONCLUSION 

It  is  recommended  that  action  on  this  proposal  be  coordinated  with  other  bills 
pending  before  the  subcommittee,  which  relate  to  budgeting  and  accounting  pro¬ 
cedures  of  the  Government,  and  on  which  separate  staff  memorandums  have  been 
prepared. 

Glenn  K.  Shbiver,  Professional  Staff  Memrnber. 


Subcommittee  on  Reorganization  of  the  Senate  Committee  on  Government 

Operations 

STAFF  MEMORANDUM  NO.  84-2-6,  MARCH  16,  1956 

Subject:  S.  3199  (Payne),  to  improve  governmental  budgeting  and  accounting 

methods  and  procedures,  and  for  other  purposes. 

PURPOSE 

This  bill  (S.  3199)  is  intended  to  improve  the  budget  and  accounting  pro¬ 
cedures  of  the  Government  by,  (1)  requiring  the  departments  and  agencies  to 
establish  cost-based  budgets,  (2)  detailing  budget  analysts  from  the  Bureau  of 
the  Budget  to  the  agencies  for  coordination  of  fiscal  affairs,  (3)  maintaining 
agency  accounts  on  an  accrual  basis,  (4)  authorizing  the  establishment  of  a 
Staff  Office  of  Accounting  in  the  Bureau  of  the  Budget,  (5)  authorizing  the  estab¬ 
lishment  of  an  office  of  Comptroller  in  each  agency,  and  (6)  requiring  the 
Director  of  the  Bureau  of  the  Budget  and  Comptroller  Genei’al  of  the  United 
States  to  make  a  study  of  the  accounting  and  auditing  procedures  of  the  Govern¬ 
ment  and  transmit  recommendations  to  Congress  within  2  years  after  enactment 
of  this  act. 

When  this  bill  was  introduced,  the  sponsor,  Senator  Payne,  stated :  “The  bill 
I  am  introducing  today  is  designed  to  put  into  effect  the  majority  of  the  (Ploover 
Commission)  recommendations  *  *  *.  It  does  include  some  recommendations 
that  could  be  carried  out  by  administative  action.  While  I  fully  realize  the  desir¬ 
ability  of  leaving  the  executive  branch  as  free  as  possible  in  the  matter  of  ad¬ 
ministration,  1  also  feel  that  the  problem  of  financial  budgeting  and  accounting 
is  of  such  importance  that  the  Congress  should  very  clearly  set  forth  the  basic 
requirements  by  statute”  (p.  2198,  Congressional  Record,  dated  February  14, 
1956). 

HOOVER  COMMISSION  RECOMMENDATIONS 

As  noted  above,  this  bill  is  intended  to  implement  the  recommendations  of  the 
second  Hoover  Commission  in  its  report  on  budget  and  accounting.  In  gen¬ 
eral,  the  bill  proposes  to  place  departmental  and  agency  accounting  on  an  accrual 
basis  and  insofar  as  possible  convert  to  a  cost  basis  of  accounting  with  the 
budgetary  requirements  integrated  with  the  accounting  system. 

The  Commission  recommended  that : 

1.  The  Bureau  of  the  Budget  expand  its  managerial  and  budgetary  func¬ 
tions,  by  placing  budget  analysts  in  each  agency,  for  advice,  surveillance, 
and  coordination  of  program  and  fiscal  affairs. 
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2.  The  agencies  submit  annual  performance  reports  to  the  Bureau  of 
the  Budget  and  the  Bureau  consolidate  such  reports  for  the  President. 

3.  Cost-based  operating  budgets  be  used  for  management  of  agency  funds 
and  supplemented  by  periodic  reports  on  performance.1 

4.  The  executive  budget  be  continued  on  functions,  activities,  and  projects, 
and  supported  by  program  costs  and  accomplishments. 

5.  The  agencies  synchronize  their  organization  structure,  budget  classi¬ 
fication,  and  accounting  systems. 

6.  Agency  budgets  be  formulated  and  administered  on  a  cost  basis.1 

7.  Agency  budgets  and  appropriations  be  in  terms  of  estimated  annual 
accrued  expenditures,  i.  e.,  cost  of  goods  and  estimated  services  to  be 
received. 

8.  Legislation  committing  the  Government  to  continuing  expenditures  not 
susceptible  to  usual  budgetary  control  be  enacted  for  a  limited  term  in  order 
to  require  periodic  congressional  review  of  their  usefulness. 

9.  The  Bureau  keep  continuing  or  special  programs  under  continuing  re¬ 
view  and  the  President’s  budget  contemplate  amendments  when  their  opera¬ 
tions  conflict  with  current  budgetary  policy. 

10.  There  be  established  a  Staff  Office  of  Accounting  in  the  Budget  Bureau, 
with  authority  to : 

(a)  promulgate  accounting  and  reporting  procedures. 

( b )  introduce  modern  accounting  methods. 

(c)  set  time  schedules  for  performance  and  progress. 

( d )  stimulate  the  building  of  competent  accounting  organization, 
through  the  selection  and  training  of  accountants. 

(e)  report  performance  to  the  Director  of  Bureau  of  the  Budget, 
annually. 

11.  A  position  of  comptroller  be  established  in  principal  agencies  with  au¬ 
thority  to : 

(a)  direct  the  setting  up  and  maintenance  of  adequate  accounting  sys¬ 
tems  in  the  agencies. 

(5)  direct  the  recruitment  and  training  of  accountants. 

(c)  develop  reliable  information  for  internal  management,  and  for 
Congress. 

(d)  advise  and  interpret  financial  reports. 

(e)  direct  the  preparation  and  review  of  executive  budgets. 

12.  The  Assistant  Director  for  Accounting  be  given  authority  to  recommend 
selection  of  comptroller’s,  accountants,  and  training  of  fiscal  personnel. 

13.  The  allotment  system  be  simplified  and  restrict  each  operating  unit 
to  a  single  allotment  for  each  appropriation. 

14.  The  Government’s  accounts  be  maintained  on  an  accrual  basis  and 
develop  budgets  from  this  standpoint. 

15.  After  the  adoption  of  accrual  and  cost  accounting  systems  by  Govern¬ 
ment  agencies,  the  creation  or  continuation  of  revolving  funds  be  reviewed 
to  determine  whether  they  add  to  efficient  management. 

16.  Agencies  accelerate  the  installation  of  monetary  property  accounting 
records  as  part  of  the  accounting  system. 

17.  Each  agency  be  authorized  to  maintain  one  account  for  each  appro¬ 
priation  for  liquidation  of  valid  obligations.  (S.  3362  will  effectuate,  in 
part,  this  recommendation.) 

18.  Vouchers  which  are  otherwise  valid  but  chargeable  to  lapsed  appropria¬ 
tions  should  not  be  referred  to  the  GAO,  as  claims,  but  should  be  settled  by 
the  agencies  concerned.  (S.  3362  will  effectuate  this  recommendation.) 

19.  The  Comptroller  General  be  given  authority  to  relieve  accountable  of¬ 
ficers  of  financial  liability,  except  where  losses  result  from  gross  negligence 
or  fraud.  (Effectuated  by  Public  Laws  334  and  365,  84th  Cong.) 

20.  The  Budget  Bureau  and  GAO  study  the  accounting  system  to  eliminate 
duplicate  accounting  in  the  Treasury,  and  in  the  agencies.2 

21.  Continuous  emphasis  be  placed  on  the  review  and  modernization  of 
central  fiscal  reports  of  the  Treasury,  to  meet  changing  requirements  of  the 
agencies,  the  Congress,  and  the  public.  These  reports  should  show  the  Gov¬ 
ernment’s  cash  position. 


1  Recommendations  Nos.  3  and  6  could  be  combined,  however  the  one  refers  to  formula¬ 
tion  whereas  the  other  has  to  do  with  the  execution  of  the  budget. 

2  Recommendation  No.  20  refers  to  accounting  procedures  whereas  recommendation  No.  25 
is  intended  to  cover  the  auditing  functions  carried  on  by  the  various  agencies  of  the 
Government. 
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22.  Congress  consider  amending  the  Budget  and  Accounting  Procedures 
Act  of  1950  to  make  the  Budget  Bureau  responsible  for  developing  compre¬ 
hensive  financial  reports. 

23.  The  selection  of  civilian  comptrollers  (for  the  military  departments) 
be  made  from  individuals  having  broad  management  and  accounting  experi¬ 
ence. 

24.  The  comptrollers  of  the  military  departments  be  responsible  to  the 
Secretary  of  their  department,  and  the  concurrent  responsibility  to  the  Chief 
of  Stall'  or  equivalent  be  discontinued. 

25.  The  Budget  Bureau  and  GAO  make  a  study  to  determine  adequacy  of 
internal  auditing  in  Government  agencies,  and  determine  what  steps  should 
be  taken  to  improve  it.2 

It  should  be  noted  that  three  members  of  the  Commission  did  not  agree  with 
the  majority  on  this  report.  For  ready  reference  the  views  of  the  dissenting 
members  are  summarized  herein. 

Commissioner  Brown,  dissented  to  recommendation  No.  7 — the  converting  of 
the  congressional  appropriation  structure  to  an  estimated  annual  accrued  ex¬ 
penditures  basis. 

Commissioners  Farley  and  Holifield  filed  general  dissents  to  the  Commission 
recommendations  because  they  felt  that  the  recommendations  may  be  good  from 
a  theoretical  accounting  standpoint  but  questioned  whether  they  would  produce 
the  desired  results.  Commissioner  Farley  further  stated  that,  “the  transition  to 
cost-basis  accounting  will  require  tremendous  expense  and  inconvenience,  and 
there  is  insufficient  evidence  that  it  will  be  universally  workable  and  worthwhile.” 
Commissioner  Holifield  stated  that  “the  report  tends  to  exalt  the  role  of  the  ac¬ 
countant  in  Government  just  as  the  Commission’s  report  on  legal  services  tends 
to  exalt  the  role  of  the  lawyer  in  Government.” 

AGENCY  COMMENTS 

By  letter  dated  March  7,  1956,  the  Comptroller  General  submitted  his  views 
and  comments  on  this  bill  to  the  chairman  of  the  Subcommittee  on  Reorganiza¬ 
tion.  His  recommendations  are  contained  in  enclosure  (A)  which  is  attached  to 
this  memorandum. 

STAFF  COMMENTS 

1.  The  overall  objectives  of  this  bill  appear  laudable.  The  preparation  and 
administration  of  agency  budgets  on  a  cost-basis  as  proposed  in  section  216  has 
considerable  merit  in  that  it  would  permit  the  head  of  the  agency,  the  Bureau 
of  the  Budget,  and  the  Congress,  to  determine  the  actual  cost  of  carrying  on 
programs  and  activities  in  a  businesslike  manner.  To  some  extent  this  is  now 
being  done  in  some  agencies  and  has  proven  to  be  workable  and  effective. 

The  GAO  has  approved  this  type  of  budgeting  and  recommended  that  further 
amendments  be  considered  to  provide  for  stating  appropriations  on  an  accrued 
expenditure  basis. 

2.  The  language  contained  in  section  1  (a)  of  this  bill  would  not  change  or  im¬ 
prove  the  existing  financial  requirements  of  the  Government.  This  section  of  the 
bill  would  require  the  Director  of  the  Bureau  of  the  Budget  to  prepare  periodic 
reports,  other  than  fiscal,  showing  the  financial  results  of  the  activities  of  Gov¬ 
ernment  departments,  for  submission  to  the  President  and  to  Congress. 

In  view  of  the  fact  that  each  agency  is  now  required  to  transmit  monthly  obli¬ 
gation  and  expenditure  reports  to  the  Bureau  of  the  Budget,  and  the  Bureau 
transmits  an  annual  budget  to  the  Congress,  supported  by  detailed  statistics  and 
agency  testimony,  it  is  not  clear  what  this  section  would  add  to  the  existing 
budgetary  procedure.  In  addition,  the  Appropriations  Committees  automatically 
receive  reports  on  and  may  request  additional  information  on  the  status  of  any 
appropriation  or  activity  at  any  time  throughout  the  year. 

3.  The  General  Accounting  Office  reported  that  the  type  of  reports  intended 
under  section  216  (b)  of  the  bill  is  not  clear.  Most  of  the  departments  and 
agencies  now  prepare  internal  operating  reports  for  review  and  management  of 
programs  and  appropriations  made  available  by  the  Congress.  The  same  infor¬ 
mation  is  available  to  the  Bureau  of  the  Budget  which  can  analyze,  evaluate,  or 
consolidate  for  any  purpose  which  it  deems  advisable. 

4.  The  GAO  questions  the  desirability  of  establishing  a  Staff  Office  of  Account¬ 
ing  in  the  Bureau  of  the  Budget  as  contemplated  by  section  120  of  this  bill,  be¬ 
cause  it  would  “freeze”  the  organizational  structure  and  prohibit  realinement  of 
functions  and  activities  of  that  part  of  the  Bureau. 
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A  somewhat  similar  proposal  was  made  by  the  first  Hoover  Commission,  but 
after  extensive  hearings  and  study  the  Congress  rejected  the  establishment  of  an 
Office  of  Accountant  General  in  the  Treasury  Department. 

5.  The  conversion  of  the  budget  and  accounting  system  of  the  Government  to 
an  accrual  basis  has  considerable  merit,  however,  there  is  some  reluctance  to 
install  the  cost  accounting  concept  in  all  of  the  departments  and  agencies  at  one 
time.  Extensive  consideration  should  be  given  to  this  phase  of  the  bill,  lest  the 
system  be  strangled  by  legislative  restrictions  or  statutory  limitations  thereby 
defeating  the  purpose  for  which  intended. 

Glenn  K.  Shriver, 
Professional  Staff  Member. 


Enclosure  A 

Comptroller  General  of  the  United  States, 

Washington  25,  D.  C.,  March  7, 1956. 

Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization, 

Committee  on  Government  Operations,  United  States  Senate. 

Dear  Mr.  Chairman  :  Your  letter  of  February  21,  1956,  acknowledged  Febru¬ 
ary  23,  requests  our  views  and  recommendations  on  S.  3199,  84th  Congress,  which 
would  carry  out  various  recommendations  in  the  Report  of  the  Hoover  Commis¬ 
sion  on  Budget  and  Accounting. 

Section  1(a):  This  section,  which  relates  to  additional  comprehensive  reports 
other  than  purely  fiscal  reports  to  be  prepared  by  the  Director,  Bureau  of  the 
Budget,  pertains  to  the  operations  of  the  Bureau  of  the  Budget  in  the  discharge 
of  its  own  responsibilities  and  primarily  involves  management  decisions  affecting 
the  Bureau.  While  these  are  matters  that  can  best  be  determined  by  the  Bureau 
and  the  Congress,  we  believe  that  this  information  should  be  obtained  through 
the  regular  budgetary  processes  and  included  in  the  President’s  annual  budget. 

Section  1(b):  This  section  would  amend  section  216  of  the  Budget  and  Account¬ 
ing  Act,  1921.  If  cost  based  budgets  were  used  for  management  purposes  in 
making  fund  allocations  within  the  departments  and  establishments  as  proposed 
by  section  216  (a),  the  information  submitted  by  the  departments  and  establish¬ 
ments  to  the  Bureau  of  the  Budget  for  budgetary  purposes  would  be  substantially 
more  meaningful.  This  would  permit  periodic  reports  on  accomplishments  or 
performance  to  be  related  to  budgets  in  terms  of  costs,  the  advantages  of  which 
are  discussed  more  fully  in  our  comments  on  the  proposed  amendment  to  section 
216(c).  We  endorse  this  proposal. 

As  to  the  proposed  section  216  (b),  we  believe  the  President  should  be  kept 
informed  in  a  timely  manner  of  significant  factors  relating  to  the  operating 
agencies  of  the  executive  branch.  The  annual  consideration  of  the  budget  of 
each  agency  serves  as  the  basis  for  a  review  of  operations.  While  the  type  of 
annual  report  intended  under  the  proposed  section  216  (b)  is  not  entirely  clear, 
the  desirability  of  a  separate  report  for  the  executive  branch  as  a  whole  seems 
questionable.  We  are  inclined  to  think  that  the  total  Government  area  is  so 
broad  that  information  and  evaluation  is  ordinarily  most  meaningful  at  the 
major  program  or  bureau  level.  We  believe  that  this  information  should  be 
obtained  by  the  Bureau  of  the  Budget  to  the  extent  deemed  necessary  through 
the  regular  budgetary  processes  and  could  be  submitted  in  support  of  the  annual 
budget  without  the  enactment  of  specific  legislation. 

The  proposed  sections  216  (c)  and  (d),  if  effectively  carried  out,  would  offer 
a  great  opportunity  for  improvement  in  the  financial  management  of  executive 
agencies.  The  background  discussion  and  explanation  for  recommendation  No.  6 
in  the  reports  of  the  Hoover  Commission  and  its  Task  Force  on  Budget  and 
Accounting  explains  the  need  for  this  amendment  and  need  not  be  repeated  here. 
Briefly,  the  more  important  advantages  are : 

1.  Cost  data  (based  on  man-days  worked,  materials  used,  etc.)  can  be 
directly  related  to  work  accomplished  in  prior  periods  and  offers  a  basis  for 
comparison  with  proposed  plans. 

2.  A  proposed  work  plan  (budget)  stated  in  terms  of  costs  (total  resources 
to  be  consumed)  can  be  realistically  evaluated  against  new  money  require¬ 
ments  by  taking  into  consideration  inventories  and  other  resources  on  order 
and  on  hand  at  the  beginning  and  those  resources  to  be  carried  over  for  use 
in  subsequent  periods. 
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3.  Cost  data  can  be  related  to  the  responsibilities  of  each  segment  of  the 
organization  and  its  accomplishments. 

4.  Cost  budgeting  permits  maximum  opportunity  for  exercise  of  manage¬ 
ment  initiative  and  precludes  need  for  rigid  fund  control  (on  a  detailed 
basis)  with  its  deadening  influence. 

The  primary  advantage  of  budgeting  on  a  cost  basis  to  both  management  and 
the  Congress  is  that  total  resources  to  be  used  (on  hand,  on  order  and  to  be 
procured)  are  reviewed  rather  than  limiting  the  budget  review  processes  to  new 
money  in  the  form  of  an  appropriation  request.  In  terms  of  numbers  of  activities 
or  appropriations,  there  is  a  relatively  close  relationship  between  obligations, 
expenditures,  and  costs  in  those  many  operations  primarily  concerned  with 
personal  services.  On  the  other  hand,  dollarwise,  the  greatest  significance  at¬ 
taches  to  those  appropriations  relatively  few  in  number  but  which  provide  for 
operations  involving  vast  quantities  of  materials  and  physical  assets.  Major 
procurement,  construction,  and  research  and  development  ordinarily  fall  in  the 
latter  category  and  it  is  in  these  areas  that  budgeting  on  a  cost  basis  would 
produce  major  savings,  although  its  adoption  would  improve  financial  manage¬ 
ment  in  many  other  areas  to  a  lesser  degree. 

It  should  be  noted  that  agency  budgets  can  be  formulated  and  administred  on 
a  cost  basis  under  present  practices  of  stating  appropriation  authorizations  on 
an  obligation  basis  and  this  is  currently  being  done  in  some  cases.  The  cost 
presentation  is  confined  to  the  justification  material  in  the  greater  number  of 
such  instances.  However,  the  impetus  to  furnish  cost  data  to  the  Congress  would 
be  greatly  enhanced  by  teaming  up  the  cost  based  budget  with  the  proposal  for 
stating  appropriations  on  an  accrued  expenditure  basis  as  proposed  in  recommen¬ 
dation  No.  7  of  the  Hoover  Commission  Report  on  Budget  and  Accounting.  This 
would  provide  the  best  opportunity  for  improved  correlation  of  prgraming,  bud¬ 
geting  and  accounting.  We  strongly  recommend  the  inclusion  in  this  bill  of 
further  amendments  to  provide  for  stating  appropriations  on  an  accrued  expendi¬ 
ture  basis  for  the  reasons  stated  below. 

Accrued  expenditure  appropriations.  Congressional  control  of  costs  and  ex¬ 
penditures  can  only  be  achieved  by  the  maximum  utilization  of  many  tools. 
Budgeting  on  a  cost  basis  and  placing  the  executive  budget  and  congressional 
appropriations  on  the  basis  of  annual  accrued  expenditures  can  be  made  im¬ 
portant  tools  for  the  Congress  if  effectively  installed. 

The  basic  need  of  the  Congress  is  adequate  factual  data  as  a  basis  for  de¬ 
cision  making.  The  facts  furnished  to  the  Congress  can  be  no  better  than 
those  available  to  the  management  for  its  own  purposes,  that  is,  the  needs  of 
the  two  for  financial  and  operating  data,  although  differing  as  to  extent  of  detail, 
are  entirely  compatible.  It  seems  reasonable  to  conclude  that  the  best  basic  ap¬ 
proach  to  a  review  of  the  budget  is  one  which  provides  for  (1)  consideration  of 
a  proposed  work  plan  or  program  to  be  accomplished,  (2)  what  was  accomplished 
in  preceding  periods  and  (3)  costs  for  both  in  terms  of  total  resources  consumed. 
With  this  point  of  departure  the  budget  can  then  be  assessed  in  terms  of  (a) 
costs  to  be  incurred,  (b)  resources  already  available  in  terms  of  inventories,  etc., 
plus  carried  over  fuuds,  and  (c)  new  money  or  authority  needed.  The  essential 
difference  in  this  approach,  which  ties  in  with  the  recommendations  for  cost 
budgets  and  accrued  expenditure  appropriations,  as  contrasted  with  present 
practices  based  on  appropriations  stated  in  terms  of  obligation  authority  is 
the  degree  of  emphasis  which  the  latter  places  on  new  money  rather  than 
total  resources  to  be  consumed  and  the  extent  of  resources  already  available. 

In  the  operations  concerned  primarily  with  salaries  and  travel  expense  the 
time  relationship  between  the  creation  of  an  obligation  and  an  expenditure 
is  relatively  short.  In  such  circumstances,  resources  available  other  than 
new  money  are  ordinarily  of  no  great  significance  and  there  is  ordinarily  a 
rather  direct  correlation  between  obligations,  expenditures  and  costs.  These 
are  the  operations  which  represent  the  larger  group  in  terms  of  numbers  but 
represent  the  less  significant  portion  of  the  budget  from  a  dollar  standpoint. 
In  the  area  of  operations  where  long  lead  time  is  characteristic  such  as,  major 
procurement,  construction,  and  research  and  development,  which  represent  the 
greater  dollar  portion  of  the  budget,  obligation  and  expenditure  data  have  their 
greatest  limitations  for  both  Congress  and  management. 

The  advantages  of  placing  appropriations  on  an  accrued  expenditure  basis 
are  both  tangible  and  intangible.  The  annual  budget  surplus  or  deficit  is 
determined  on  the  basis  of  expenditures.  Establishing  a  direct  correlation 
between  annual  appropriations  and  expenditures  vests  in  the  Congress  a  much 
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greater  opportunity  to  control  the  level  of  operations  during  a  particular 
budget  year.  This  would  mean  the  elimination  of  the  vast  carryover  balances 
now  available  for  expenditure  at  the  discretion  of  the  executive  agencies.  The 
present  situation  concerning  available  balances  stems  from  the  fact  that  con¬ 
gressional  control  through  appropriation  authorizations  and  Budget  Bureau 
control  through  apportionments  are  both  stated  in  terms  of  authority  to  obligate 
rather  than  budgeted  work  plans  for  the  cost  of  goods  and  services  estimated  to 
be  received. 

On  the  intangible  side,  it  has  often  been  pointed  out  that  there  is,  perhaps, 
an  unavoidable  implication  that  funds  which  have  not  been  obligated  are 
either  not  needed  or  are  available  in  lieu  of  new  money.  This,  of  course,  is 
a  fallacious  assumption  when  total  authority  is  granted  in  a  lump  sum  initially 
for  activities  involving  long  leadtime  such  as  ship  construction.  Nevertheless, 
attention  may  well  be  diverted  from  the  question  of  accomplishments  at  a  mini¬ 
mum  cost  over  the  period  of  the  program  to  the  one  of  almost  sole  emphasis 
uu  the  amount  of  new  money  being  requested.  In  the  past,  it  has  sometimes  been 
said  that  expenditures  are  the  inevitable  result  of  granting  obligation  authority 
with  the  attendant  implication  that  once  having  granted  obligation  authority 
all  opportunity  for  subsequent  adjustment  is  lost.  An  examination  of  present 
day  practices  in  the  long  lead-time  area  (procurement,  construction  and  research 
and  development)  demonstrates  the  obvious  fallacy  of  this  reasoning  as  evidenced 
by  the  extensive  reprograming,  multitudinous  changes  in  engineering  plans  and 
specifications  during  the  period  of  production  of  many  items  and  other  similar 
factors.  Because  of  these  inherent  factors  in  the  operations  involved,  cost 
budgets,  teamed  with  appropriations  on  an  accrued  expenditure  basis,  would 
require  a  type  of  continuing  budget  presentation  that  would  bring  out  the 
adequacy  of  management  planning  or  the  lack  of  it  and  give  the  Congress  an 
opportunity  to  have  a  voice  in  setting  the  level  of  operations  from  year  to 
year. 

It  is  inherent  in  the  recommendations  under  discussion  that  congressional  au¬ 
thority  be  granted  for  the  advance  planning  which  necessarily  precedes  the 
phase  of  operations  covered  in  an  annual  accrued  expenditure  budget.  In  the 
past,  this  authority  has  been  termed  contract  authorizations  but  it  is  a  significant 
fact  that  heretofore  both  contract  authorizations  and  subsequent  appropriations 
were  stated  in  terms  of  obligational  authority  whereas  under  the  recommenda¬ 
tions  herein  being  considered  only  the  initial  authorization  would  be  stated  in 
terms  of  the  broad  and  difficult  to  apply  concept  of  obligations  whereas  annual 
authority  could  be  stated  much  more  definitely  in  terms  of  accrued  expenditures 
because  of  the  time  factor.  It  is  essential  that  the  initial  authority  which  may 
cover  a  forward  period,  sometimes  as  great  as  5  years  or  more,  be  in  the  most 
flexible  terms  and  requests  for  such  authority  obviously  cannot  be  supported  with 
detailed  plans.  On  the  other  hand,  as  these  plans  take  shape  in  succeeding  years 
much  more  precise  planning  and  authorizations  are  practical  when  stated  in 
terms  of  accrued  expenditures.  Thus,  the  current  recommendations  are  not, 
nor  need  not  be,  viewed  as  a  return  to  prior  practices  during  the  period  when 
contract  authorizations  were  prevalent  and  significant  weaknesses  were  apparent. 

Section  1  (c).  The  proposed  section  218  of  the  Budget  and  Accounting  Act, 
1921,  pertains  to  the  operations  of  the  Bureau  of  the  Budget  in  the  discharge  of  its 
own  responsibilities  and  primarily  involve  management,  decisions  affecting  that 
Bureau.  We  believe  these  are  matters  which  can  best  be  determined  by  the  Bu¬ 
reau  and  the  Congress  and,  accordingly,  we  offer  no  specific  views  in  the  matter. 

Section  2  (a).  Our  comments  above  on  the  proposed  sections  216  (c)  and  (d) 
are  equally  applicable  to  this  section  2  (a).  We,  therefore,  endorse  the  objective 
to  obtain  consistency  in  organizational  structure,  budget  classifications,  and  ac¬ 
counting  systems  within  each  executive  agency. 

Section  2  (b).  We  endorse  this  amendment  to  section  113  of  the  Budget  and 
Accounting  Procedures  Act  of  1950.  The  maintenance  of  accounts  on  an  accrual 
basis  is  one  facet  which  is  essential  to  the  accomplishment  of  the  objectives  set 
forth  in  other  sections  of  the  bill.  Experience  under  the  joint  accounting  im¬ 
provement  program  clearly  indicates  that  the  accrual  basis,  when  applied  to 
significant  items,  is  a  major  factor  in  providing  better  control  over  resources  and 
liabilities  and  is  an  essential  element  in  obtaining  adequate  cost  data.  Our  state¬ 
ment  of  accounting  principles  provides  for  the  appropriate  use  of  the  accrual 
basis.  We  also  believe  that  adequate  monetary  property  accounting  records,  as 
an  integral  part  of  accounting  systems,  are  essential  to  several  other  proposed 
amendments  such  as  accrual  accounting,  cost  budgeting,  etc.,  as  well  as  the  spe- 
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cific  advantages  to  management  which  will  result  from  adequate  financial  ac¬ 
counting  for  property. 

Section  2  (c).  The  proposed  section  120  of  the  Budget  and  Accounting  Pro¬ 
cedures  Act  of  1950  would  establish  a  Staff  Office  of  Accounting  in  the  Bureau 
of  the  Budget.  The  objective  of  this  recommendation,  as  we  understand  it,  is  to 
afford  a  means  by  which  the  executive  branch  can  more  effectively  meet  its  re¬ 
sponsibilities  to  stimulate  improvements  in  accounting.  The  recommendation 
recognizes  a  need  for  continuing  joint  action  of  the  executive  and  legislative 
branches  as  now  provided  for  under  the  joint  program  for  improving  accounting 
in  the  Federal  Government.  The  Budget  and  Accounting  Procedures  Act  of 
1950  recognized  the  coordinate  responsibilities  of  agency  management,  the  Secre¬ 
tary  of  the  Treasury,  the  Director  of  the  Bureau  of  the  Budget  and  the  Comp¬ 
troller  General,  for  making  continuing  improvements  in  the  financial  management 
of  Federal  Government  activities. 

In  its  accounting  and  reporting  provisions  the  statute  clearly  places  respon¬ 
sibility  upon  the  Comptroller  General  for  principles,  standards,  and  related  re¬ 
quirements  ;  directs  the  General  Accounting  Office  to  cooperate  with  the  execu- 
tice  agencies  in  the  development  of  their  accounting  systems  and  to  approve 
them  when  deemed  by  the  Comptroller  General  to  be  adequate  and  in  con¬ 
formity  with  the  principles,  standards,  and  related  requirements  prescribed  by 
him ;  and  places  upon  the  General  Accounting  Office  the  responsibility  for  the 
review  of  accounting  systems  of  the  executive  agencies.  As  recognized  in  the 
report  of  the  Hoover  Commission  on  Budget  and  Accounting,  the  Comptroller 
General  has  equipped  himself  to  carry  out  these  responsibilities  through  the 
exercise  of  his  accounting  system  function.  Particular  stress  in  the  report  is  laid 
upon  the  excellent  cooperation  developed  between  the  General  Accounting  Office 
and  the  executive  agencies.  No  diminution  or  change  in  this  cooperative  working 
relationship  between  the  General  Accounting  Office  and  the  executive  agencies 
is  contemplated,  no  do  we  presume  that  any  change  is  intended  or  implied  by  the 
recommendations  under  discussion. 

Within  the  executive  branch  the  head  of  each  executive  agency  is  assigned 
the  responsibility  by  section  113  (a)  of  the  Budget  and  Accounting  Procedures 
Act  of  1950  of  establishing  and  maintaining  adequate  systems  of  accounting  and 
internal  control  in  conformity  with  the  principles,  standards,  and  related  re¬ 
quirements  prescribed  by  the  Comptroller  General  as  referred  to  therein.  It  is 
our  view  that  primary  reliance  must,  of  necessity,  continue  to  be  placed  upon  the 
head  of  each  executive  agency  because  of  the  fact  that  accounting  is  an  integral 
part  of  total  management  responsibility  and  any  effort  to  obtain  improvements 
must  have  the  full  support  of  agency  management  to  be  successful.  Added 
emphasis  on  getting  the  job  done  Government-wide  could  be  very  helpful  in  ex¬ 
pediting  progress  if  appropriately  carried  out.  We  do  not  believe,  however, 
that  specific  legislation  is  required  in  order  for  the  Bureau  of  the  Budget  to 
undertake  action  of  the  character  provided  for  in  the  legislation.  Moreover, 
we  question  the  desirability  of  specifically  providing  for  an  organizational  unit 
and  for  the  position  of  Assistant  Director  for  Accounting  by  statute.  It  is  our 
observation  that  such  statutes  are  likely  to  become  outmoded  when  organizational 
provisions  are  included  therein. 

Such  an  effort  need  in  no  way  be  exercised  in  a  manner  inconsistent  with  the 
joint  accounting  improvement  program  carried  on  jointly  by  the  Secretary  of 
the  Treasury,  the  Director  of  the  Bureau  of  the  Budget,  and  the  Comptroller 
General  of  the  United  States  for  the  last  several  years.  The  essence  of  this 
arrangement  is  the  recognition  of  the  fact  that  each  of  the  central  agencies  con¬ 
cerned,  along  with  individual  executive  agencies,  has  a  part  to  play  in  the  total 
operation  and  that  the  desired  results  can  only  be  achieved  through  joint  ef¬ 
forts  carried  out  with  mutual  respect  for  the  responsibilities  of  each. 

The  new  section  121  of  the  Budget  and  Accounting  Procedures  Act  of  1950, 
also  proposed  by  section  2  (c)  of  the  bill,  would  provide  for  the  appointment 
of  a  comptroller  in  each  executive  agency.  We  endorse  the  emphasis  placed  on 
the  financial  management  function  in  each  executive  agency  which  is  the  apparent 
objective  of  the  proposed  section  121.  However,  because  of  the  wide  divergence 
in  size,  functions,  and  existing  organizational  patterns  in  the  many  executive 
agencies,  it  is  doubted  that  any  single  pattern  of  organization  will  fit  all  agen¬ 
cies.  In  the  final  analysis,  the  responsibility  for  financial  management  must 
necessarily  rest  upon  the  head  of  each  executive  agency  as  a  part  of  his  total 
management  responsibility.  This  has  been  made  abundantly  clear  as  a  matter 
of  statute  in  section  113  (a)  of  the  Budget  and  Accounting  Procedures  Act  of 
1950,  previously  referred  to  above. 
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Section  3.  The  simplification  of  the  allotment  system  for  allocating  funds  is 
sound  and  most  desirable.  The  existing  unwarranted  subdivision  of  funds  is 
one  of  the  greatest  deterrents  to  improved  financial  management.  We  believe 
that  administrators  may  be  willing  to  forego  the  type  of  control  associated  with 
many  present  allotment  systems  when  accounting  systems  have  been  installed  to 
provide  costs  as  a  basis  of  operating  control.  Better  programing  tied  in  with 
improved  accounting  through  the  development  of  budgets  based  on  costs,  as  pro¬ 
posed  by  this  bill,  should  serve  to  answer  this  problem. 

Section  4.  This  section  would  require  each  executive  agency  to  maintain  a 
single  account  under  each  appropriation  title  or  fund.  We  endorse  the  objec¬ 
tive  of  this  proposal  but  feel  that  it  should  be  adopted  for  only  appropriations 
or  funds  which  are  stated  on  an  accrued  expenditure  basis.  The  Senate  Commit¬ 
tee  on  Government  Operations  is  presently  considering  proposed  legislation  which 
would  permit  the  consolidation  of  all  prior  year  obligations  under  each  annual 
appropriation  into  one  account  thereby  requiring  only  two  accounts — one  current 
account  and  one  for  prior  year  obligations — under  each  annual  appropriation 
title.  We  strongly  favor  the  use  of  two  accounts  where  such  accounts  are  not 
stated  on  an  accrued  expenditure  basis. 

Section  5.  This  section  would  provide  for  a  joint  study  by  the  Bureau  of  the 
Budget  and  the  General  Accounting  Office  relating  to  accounting  and  internal 
auditing.  Much  has  been  accomplished  in  these  areas  in  the  past  by  the  General 
Accounting  Office  both  on  its  own  and  under  the  joint  accounting  improvement 
program  with  the  Bureau  of  the  Budget  and  the  Secretary  of  the  Treasury.  This 
work  is  carried  on  as  a  regular  part  of  our  comprehensive  audit  program  and  in 
the  discharge  of  our  accounting  systems  responsibilities.  We  expect  to  continue 
these  studies  and  investigations.  The  results  of  these  efforts  are  made  available 
to  the  Congress  through  our  regular  reporting  processes,  but  we  would  be  pleased 
to  cooperate  with  the  Congress  in  any  special  effort  having  as  its  objective  the 
improvement  of  accounting  and  internal  auditing. 

Sincerely  yours, 


Joseph  Campbell, 

Comptroller  General  of  the  United  States. 


Subcommittee  on  Reorganization  of  the  Committee  on  Government  Operations 


BUDGETING  AND  ACCOUNTING 


21 


a 

a  bC«j  c3 

,  d  a 
sSE  g 

CO  +->  i_ 

£d  2  5P 

©  °  ©\d 

o  H 

a  C 
_  ®  3 

ga&8 

o  a;  cs  ■_ 

0~  t.o 


1 


42  b  03 

-  _  2o 

g  a  a  ■§ 


M 

©  03  ©  _,  - 

&  a  £  5  m 
4a  Jr 

•p  0  -|  v 

-^  ©  be  1- 

IS-3-3  8. 

S||2- 

r/3  C  77  © 

UJ  ce  §  a. 2 

o  © 


c8 

► 

d 

3 


c8 

d 

> 

d 

c3  . 

2  ® 
43  a 
■*■*  © 
+a  a 

03  X 
43  © 
■**d 

CO  © 

-E'p 


Ad 


'd  ©  ©  A 

Pix!  be  d 

d c  0 

©  -5  2 

W  •'N 

>0*5  © 
.5  © 

|  CO  > 

©  .©[P'-e 


°i! 

aS- 
©  ©  ° 

2*» 
r"  CO  ., 


a  S 

s  a 

M  g 

4  M 


DA 

a 


sT*! 

5  M^l-a 
2  a"  03 *. 
«bS„-o 

2  a  2  ?  s 

3  g-S  £.2 

O  a 
3§S§2 

gO£ 


«.2s5g *3  © 

33  ©d<P  t-  fc- 
X 

c3  ©  co  to  . 

0  « IIS  be 

.  ^  CO  43  ^  S  V3 


co  - 


co  ^ 

©  2 

d  >» 

5-  3 
©  sS 


£  3 


w  O  .©43 


«  ©  £ 


_  ©  ©  _  1 
3  ©43  ^  3  w  m 

**  x"  0  °oj  “ 

03  ©  CO  T3  ^  _ 
®  4)  .3  li  O 
'  '  *  to-^-^ 


.H^o  §3- 

sBjSbI 
g  P»g|  SSv<«’§4 

2  0«tP  g  be  ©  ■gT3  °£  t-3 
-  g  I  g.*°  !*«»:&« 

QoQ3«  0.3343  ot43 


sS 

o 


gq 


Ci 


£ 

o 


$3 

<© 

s 

© 

o 

??5 

© 

se 

<© 


73)  co  CO 
2  OT  £ 

fl  co  a 
‘33  ©  © 
42  2d 


2Z* 

_  a  © 
d  +*  xz 
2  &~ 
2a-S 

•  C£_ 


S3.gg 

©  0  Q, 

d  22  © 

—  0»dft» 
>  X  rjt-H 

o  ©  ©  u 

Su-ggS 
q  3  a  g 
1  is 


•  ^ 
C3  o 

■—  c- 

©  33 
CL  © 


©  £ 
a  ® 


3  +J»  rt 

5  a  .a 


be  c 


O  S  c 
'  >  i 


—  43  bo  +*> 

2  O  ©  to  3  aj  Q-'d 

.ifc  _  co  *5  +2  “d  2  „.. 


a  .c§sgDi 
5  co  ©  ^  ©  3  c 
•°  ©  g  c3  a  o 
±J  o  — ■  -- 


+J—  W  ^ 

I  “5  la 

Srnfl 

©  o 

-*->  ©  d 
©  43  CO  CO  ^-, 

w  ©  to  o 
©  -  ©^2  co 
>  5  be  ted? 
c3  be  3  03 

.Sl^S’o 
n  5§ 


■Ssla^og 

^“.Sgsfeo 


bim° 
~  ■*■» 
^  C3 
2^ 


43  03  E 


"  M  ©  ©  Q 

©O  ^  ©  o  ’ 

c  —  ©  >  ©  i 

P<  O  <<>  c 

O  C 


2  £  3 3*  wo 

:  ©  ^.S^hOo^w' 

J3  •  2  !c  2  2  hH  rrj  2  © 

"E  gS'g  8" 

isp .  r  g  2  a  2  S  a-e 

5  £  S  3  &.ar  £2  §••§ 


511 


5  %  C3  y  a  eg  +*  © 
'C©OC3^co'22: 
d?2r  o  be  53  c£' 


3  u  B  w  tfl 

— ■  ,©  *r!  o  be  ^3 
S3  a  a  - 

3  C  §  0.3  7,  ffi4T 

G 

c3  a  to  *->  © 


a 

© 

o 

© 

55 

o 

© 

a 

co 

© 


If  S  | 

43  .a  ©  £ 

©  4J  d  O 
o  d  ©  C3  O 

Sa^s 

S  g  >  £  8 

Spg-g 

alSae 

w  a  a 

a*o  C 


a  r/1 
513  S 
S'  g  > 

aS" 

2  mA 
©  43 

©  ©  o 
Q-43 

-d  w  +* 
gSxi 
s  f2 

S-co. 

|ol 

©  CJ  © 
43  43  O 

4-5'r 3  03 
©  ©  O 
£3  w 

©  d  © 

O  ^  2 

Q2*§ 

2« 


J  d^-©  c 

S 3  3  R  c;i 

£  d  £  Orrj  C 

S  2  cjo  •©  t 

to  0+jV  > 

©  ©  co  be  ^  *7 

‘o  9  >>.5*0  t 

-&  w  •*»  .2  S  ? 
d  ©  Si  o  a  ! 

^  be  a  2 
£  ©  £  0,0 
cS  o  d  03  © 
.9 1^  W ««  43 

©  ©  ©  2  >* 
aia  8  2 

c*  w  -d  & 

■**«  °s  “ 

3  a  a  is  „ 
oS  2  »  a 
•  '33  2  w  n  03 
d  SP  'co  d  33  © 

.2  g  2pq  §  a 
scCgpr 

©  d43  S 


S  d 
a© 
to  C 


d  oS 

•2  a  a 

a  °  — 

N  C3 

S*^  c3  *3  . 

.  2  a  Ej 

be  cfl  ri  o3  i' 

h  .2  S  a  g 

0  S  UXB  bfl 

a  S  fflTJ 33 
.a  Sa3  ®  » 
■s  “**  >.a 

"d  CO  CO  2  33 

®gsag 

S  r  o  6  g 
*  .  c3 'd  ‘^  © 
g  >  d  d  - 
d  ©W  2  © 

©  43  “  35 


be 

T3 

d 

» 


c  3  d  © 
ij  O  co  ^  5 
5  ©  c3  in  2 

©  .©  be  9 
a  pc 

a  ©  P<  o 
.J.S43  be  rH 
^73 ■**  d  B 
30^3 
5  d3  >,  £  « 
J-dSo®3 

j  d  ©  ©  7r 
iofe«S 
3  ©-*j  03 

"^“.a  5 

0  33  ©  o  © 

*5-3 

i^-.a 

3'QiSl| 
5 1  Sfc  £■ 


g;g-= 

= s 
|ia 

•Q  d1  d 
O  u  © 
o)Q  3 

£'B» 

43  © 

*1  Sj= 

£  O  __ 

■B>  ^  © 

gtS<M 

hAo 

S-2  3 

©  d  d 
©  CO  o 

be  .  . 

03  c43 
OO© 

.  CO  w  o 

iC  c3  © 

H  C  Ci  -U 

.d  CO  © 
.2  ©  " 
O  CO  £  Q 

§^£  .e 
©  ©  - 


IX^gg 
;■§£§« 
Ig'&tc 
a°ac 
a  “oj- 

,  CO  CO  c^J 

'  03  ©  2  © 

>  S  £ 

'  ©  G  9  t~ . 

'43  ©  ©  g* 

■  ©  .Si  Ce  £ 
£43  g  a 
d  ©  43  cr 

53  ci  03 

.  -*-5  © 

d  C3  43  d 
£3  o 

©t2  d£ 
d  03  73 

-sgg-a 

4-s  .y  © 

CO  CO  +3  r-1 

tu  "d  ©rg 

bed  “55 

j’SSaS 

in 


©-  X 

4=>^  © 
be  be 
d-d  d 

In'S. 

a3-2 

4J  ©  © 

©  z,  > 

os  d  © 
d  03  -d 
©  © 

d-2 
2«  “ 
.543.2 

OJhO 

be' d  d 

c3  d  © 

.2  be 

®a 

drd42  © 

Cg.^.g 


a>  ', 

a  1 


Ss 

a  ■ :  m-D 

o.a  a  ® 
8  ®.2.s 

P3  a  p  a 


©  © 

§a 

P  be 

3.a 

CO  © 

•^43 


a  g 

.a  s 

oe  © 
©  o 


CO 


CO 


.5  p 

o  g 
ftV 
^  be 

2  2 

43  o 


•5  2 

Is 

p  © 

©  © 

IS . 

Ill 

03  w 

d  be 
H^g 
o  a 


d 
d43 
(g  M 

^  X  P< 

•5°  2 


CP«3 
o  © 
co  o 

P  g-3 

•Ss  § 


2g 

•S  a 

m2 


!  bc^ 

°43 
>  ©  43 
©  X 
w  © 

©3 

*-1 1—, 

o3 
s-  c3 
S  P 


d  , 


co  S 

©  3 

a  c ' 5 

•dSMMgS 

SSgo^a 

8§S8.>;|§ 
SSlS^S-a 
ogm  m%o  Si 


©  p 

o3 
co  be 
o3  w 


.p  © 
© 

d  © 
©  7L 
be  .g* 
o3  © 

d 


3d 
©  © 
£•2: 

©  d  •. 


jj?  _co  c3 
b  ©  co 

d  2  o  © 
g&go 
c  § 

be 

C3 


p  2 


J  ©  © 

d  >43 


‘Sis1! 

43xir  2 
^  ©  £  a 
d  t  °  ir 
O  0,^3  © 
bi  d  “  > 

°  5  - 0 

o  820 


■r1  a 1 


be 


.2  © 
p 


©  ©7 
3  GS 


.  Q, 

&e| 


PP^ 
^  be 


.c  © 
3d®3 
03  d 

j  43  © 


©  >*P  © 

©  ©  03  t-. 

®  ?  a  c 
gaa  § 

a  s  2  •§ 

o  d^  g* 
t:  no  P 

m  ©  03  CL 

g  >,a§ai 

•d  'T'  ‘©  d  ©  *— ■ 

32Sgg|° 

2  be  2  03  O.  »M  .2 

o«S|  2  a 

C3_  5  0-^5  0,^43  y 

®SS^ao  gf  £  8 

£  S5s«“  P-m  a  2 

•§|a|g-gsse 

«8.tj5gai5g.a  . 


S. 


'■SSs 

•  P43  v3 

n  ©  2 


-.3 


a^iHiPl 

P,P  O  c*  be 


b  *3  d  bo 
©  ©  ©  d 
©bed  d 
©d  13  43 
!3  ft  c3<_i  t3  © 

W  Pi©  be  oe 

a  d  o)  d 

•“  ES  ®.l  a'12,0 
1o-p®-BSp 

•-  -m  d  ^  os  d  5 

llsl-l'll 

11111*1. 
^  co  .d  a  _  _ 
^w.S'3d'5  >» 

•  ©  ©  ©  d  03  ^  © 


>>  .h3«> 

CO  -B>  CO  03  *s 


Subcommittee  on  Reorganization  of  the  Committee  on  Government  Operations — Continued 
Agency  comments  on  S.  3199 — Section  by  section — Continued 


22 


BUDGETING  AND  ACCOUNTING 


0 

>» 


o 


be 

*© 


PQ 


© 

pa 


bX)  P 

B  & 

*© 


U.  CO 

o  © 

Is 

S§ 

>.  © 

©  %  . 

S’  £ 

2-go 
t©  xi 
c?  o 


'd 

XJ 


*© 

a 

© 


03  © 
co  © 
©  © 
co  ^ 

©  .c® 
’©"© 
©  © 


.t3  S'© 
©  © 
to  O  3 

SS  £ 

S.2  2 

©■  D< 

X  o  © 

+*  Q*  . 
a  afl 
^  «o 

* 

'  c£ 

©  cO 


■fi'g 

§  n 
©  Q. 

©  x 

03  © 
o  © 

fe  p 


© 


©  o 

2^  * 

o®  C 

©  r!  ,© 

5o.H 
*©  xi 
£2* 
25  «n 

O  '© 
d 

©B  3 

H 

JS  >5 
c/D  O 


1§ 

■I3 

S'© 
to  ©  © 

©  ©  *i 

JD  »«  w 

©  co 

5~  o  m 
a  2 

55  © 

©.Cfc  © 

©  j> 


br  ©  -e 

•3-S-l 

O 

o  2  bi 

ggg 

©  ©X2 

to  -r  >> 
©O  d 
><<  © 
•©  c  M 


OO^H 

©  t  © 

0,0  b£ 
_  © 
-*-S  rr-J 'd  Jr 

3  ©  ©  a 

.  ©45  1:3  be 

3  ..S 

|IS3 
£§■§8 
1h  § 


a  ©  c!  ©  o 
O)  W  ®  w  - 

ag>»-s 


.Sa  g,! 
2aog8S8|> 
3-S2X.-B  £  §5  "  s  , 


© 


w 


isfsflf2 
'IJSs’S-gJsa 

©  gw  oS  d  ©-C 

>  £•©  FE?  .ca- 

+3  •— •  .©  ’t  h  o 

©  i-i  ©<  •  ©  t- 

dgfl 

J©  ©  ©  *_  ©  ©  0< 

©  cO  cO  O  to  ©  © 


«©  *  -* 


to  bf  • 

o  -n 

a§i 
|  8® 
H 

>  ©  © 


S.S.a 

CO  CO  r© 

o  ©  Q, 
©•■*2  a 

°-S  9 

Occ  8 


O.P 

cO^© 

©4  A-3 

©  c0 

.Sr 

©  © 
jn  O. 
ti  o 

I! 
2  © 

o  2 

£ 

a 

©  “9  . 
.2  ©  © 

o  £ 
^  a 

ti  ©•© 

0 

.  D. 

>>  © 
© 

ca  bu  © 

S  P  5P 
S'5 00 

a  o3  © 
©  ©  t> 
'to  ,3  ’-3 
.  -©  © 
j-  ©  0 
Of.© 

-oS 


co 


-  © 


5S.5 

©  co  -*± 

2  >»  S 
£  ©  * 
.  ©.-§ 
CO  ©  © 

a§ 


©£ 

©  © 
bfl  co 
c0  © 

.©3 

o'© 

CO  © 

©  p 

CO  -g 

§  © 

•a  o 
2,  © 

O’  ©  . 
©  cOt- 

K  ©  C 

^  ©r 


•©  >>  w 

fl©d 

2  ll 

©  o  © 
©•£> 

©  c0  O 
° 

s  g.s 

O  ©  ^ 

©  _  CO 
-tJ  o  rl 

o  co 
O  Mg  3 

r'y  “  'd 


- 

pa  2*© 

®  D. 

u.43  o  » 

'P^-d  be 

cyo  §.3 

wSaf 


BUDGETING  AND  ACCOUNTING 


23 


The  first  witness  this  morning  will  be  Mr.  William  F.  Finan,  As¬ 
sistant  Director  for  Management  and  Organization  of  the  Bureau 
of  the  Budget. 

Mr.  Finan,  I  understand,  is  accompanied  by  Mr.  William  J.  Arm¬ 
strong,  Chief  of  the  Accounting  Group,  of  the  Office  of  Management 
and  Organization  of  the  Bureau  of  the  Budget. 

Senator  Kennedy.  Would  you  care  to  proceed,  Mr.  Finan  ? 

STATEMENT  OF  WILLIAM  F.  FINAN,  ASSISTANT  DIRECTOR  FOR 

MANAGEMENT  AND  ORGANIZATION,  ACCOMPANIED  BY  WILLIAM 

J.  ARMSTRONG,  CHIEF,  ACCOUNTING  GROUP,  BUREAU  OF  THE 

BUDGET 

Mr.  Finan.  Mr.  Chairman,  on  March  16,  the  Director  of  the  Bu¬ 
reau  of  the  Budget  reported  to  your  subcommittee  rather  extensively 
on  S.  3362.  In  fact,  in  so  much  detail  that  we  felt  that  it  would  be 
unnecessary  and  redundant  for  me  to  have  a  prepared  written  state¬ 
ment  on  this  bill. 

If  you  desire  I  will  be  glad  to  read  the  Director’s  comments  on  this 
bill  into  the  record,  or  if  the  members  of  the  subcommittee  have  had 
an  ample  opportunity  to  review  his  comments,  we  can  confine  our 
testimony  to  the  answering  of  questions.  (See  p.  29  for  letter  from  Di¬ 
rector  of  the  Bureau  of  the  Budget,  dated  March  16,  1956.) 

Senator  Kennedy.  Perhaps  it  would  be  possible  for  you  to  sum¬ 
marize  the  recommendations. 

Mr.  Finan.  In  brief,  Mr.  Chairman,  at  the  present  time  accounts 
payable  relating  to  obligations  incurred  under  appropriations  which 
expired  for  obligation  purposes  more  than  2  years  earlier  are  examined 
both  by  the  agency  concerned  and  by  the  General  Accounting  Office 
before  payment  is  made. 

The  bill  would  authorize  the  Comptroller  General  to  prescribe  by 
regulation  the  conditions  under  which  such  payments  may  be  made, 
without  prior  review  by  the  General  Accounting  Office.  This  arrange¬ 
ment  would  produce  savings  by  eliminating  the  duplicate  review  that 
is  presently  involved. 

We  also  believe  that  it  would  create  a  situation  in  which  payments 
could  be  made  more  promptly. 

Also,  at  the  present,  the  entire  balance  of  each  appropriation,  both 
the  obligated  and  the  unobligated  portions,  are  now  carried  on  the 
accounts  of  the  agencies  for  2  years  after  the  appropriation  expires 
for  obligation  purposes.  Under  the  proposed  bill  the  unobligated 
balances  remaining  at  the  close  of  each  fiscal  year  would  be  with¬ 
drawn  from  expired  appropriations  within  3  months  after  the  close 
of  the  fiscal  year  in  question,  thus  reducing  the  carryover  of  unex¬ 
pended  balances. 

Individual  appropriation  accounts  are  now  kept  by  the  agencies  on 
a  formal  basis  for  2  years  after  the  appropriations  expire  for  obliga¬ 
tion  purposes,  and  thereafter  for  at  least  8  more  years  on  a  memo¬ 
randum  basis.  Additionally,  after  2  years  the  General  Accounting 
Office  maintains  the  individual  appropriation  accounts  in  order  to  see 
that  there  are  available  appropriation  balances  before  claims  are  cer¬ 
tified  for  payment. 
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The  proposed  bill  would  bring  about  a  very  large  reduction  in  the 
number  of  accounts  to  be  maintained,  both  by  the  individual  operat¬ 
ing  agency,  and  by  the  General  Accounting  Office.  Under  the  provi¬ 
sions  of  the  bill  the  obligated  balances  of  expired  accounts  for  prior 
years  for  the  same  general  purposes  would  be  merged,  so  that  usually 
each  current  year  appropriation  account  would  have  a  single  counter¬ 
part  for  prior  year  items.  For  the  General  Accounting  Office  alone  it 
is  estimated  that  about  35,000  accounts  could  be  eliminated  under  the 
provisions  of  this  bill. 

Also,  at  present  payments  made  from  appropriations  which  have 
expired  for  obligation  purposes  for  more  than  2  years  are  charged 
as  expenditures  to  the  certified  claims  account  maintained  by  the 
Treasury  Department.  One  of  the  results  of  this  arrangement  is  that 
such  expenditures  are  reported  as  expenditures  of  the  Treasury  De¬ 
partment,  although  the  benefits  were  received  by  other  agencies.  Thus, 
several  hundred  millions  of  dollars  are  budgeted  and  reported  as  the 
cost  of  the  function  of  general  Government  when  actually  in  large 
part  this  amount  is  for  major  national  security  and  other  functions. 
The  proposed  bill  would  permit  the  correction  of  this  situation.  Ex¬ 
penditures  would  be  recorded  and  reported  by  the  individual  agen¬ 
cies  and  for  the  functions  which  received  the  benefits. 

Finally,  the  bill  provides  that  the  Comptroller  General  shall  in  con¬ 
nection  with  his  audit  responsibilities  make  an  appraisal  of  the  un¬ 
liquidated  obligations.  This  arrangement  emphasizes  the  importance 
of  the  independent  review  by  the  Comptroller  General  in  order  to 
verify  the  accuracy  of  agency  accounts. 

I  think  that  summarizes  about  as  briefly  as  possible,  Mr.  Chairman, 
the  effect  that  this  bill  would  have  on  the  situation  that  exists  at 
present. 

Senator  Kennedy.  Senator  Cotton,  do  you  have  any  questions  to 
ask? 

Senator  Cotton.  No  questions. 

Senator  Kennedy.  Mr.  Finan,  perhaps  you  could  explain  simply 
for  the  benefit  of  the  subcommittee  exactly  how  the  procedure  is 
handled  now. 

As  I  understand,  these  balances  are  kept  for  a  period  of  2  years  to 
liquidate  any  bills  that  may  come  in ;  is  that  correct  ? 

Mr.  Finan.  That  is  correct,  sir. 

Senator  Kennedy.  And  any  payment  you  make  after  the  fiscal  year 
during  this  period  must  be  cleared  by  the  General  Accounting  Office : 
is  that  correct? 

Mr.  F  in  an.  It  is,  after  2  years. 

Senator  Kennedy.  After  2  years  ? 

Mr.  Finan.  After  2  years  have  expired ;  yes,  sir. 

Senator  Kennedy.  Out  of  these  moneys  that  you  carry  over,  must 
those  claims  be  cleared  by  the  GAO  ? 

Mr.  Finan.  Yes,  sir. 

Senator  Kennedy.  Under  the  present  arrangement,  must  the  amount 
be  put  in  the  supplemental  appropriation  to  take  care  of  the  bill  ? 

Mr.  Finan.  No,  it  is  not  handled  that  way  at  present.  This  is  money 
that  has  been  appropriated,  and  was  obligated  during  the  period  per¬ 
missible  by  law,  but  for  one  reason  or  another  there  is  a  timelag,  sub¬ 
sequent  to  that. 
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Let  us  say  that  an  item  has  been  purchased;  there  may  be  a  con¬ 
siderable  period  up  to  the  time  where  the  item  is  delivered  and  the 
seller  actually  bills  the  Government.  If  that  period  of  time  exceeds 
2  years,  then  you  have  a  claim  which  must  be  handled  by  the  GAO, 
even  though  for  all  other  purposes  it  may  have  been  a  routine  transac¬ 
tion  and  that  delay  may  have  been  a  perfectly  proper  and  normal 
delay. 

Senator  Kennedy.  Where  does  the  GAO  get  the  money — does  it 
have  to  get  it  in  supplemental  appropriations  ? 

Mr.  Finan.  It  comes  out  of  what  is  known,  Mr.  Chairman,  as  the 
certified  claims  account,  which  is  maintained  by  the  Treasury  De¬ 
partment. 

If  you  would  like  to  get  into  the  real  technical  details,  so  to  speak, 
of  this,  and  it  is  quite  a  technical  matter,  I  would  like  to  ask  Mr. 
Armstrong,  who  is  the  head  of  our  accounting  group,  and  who  has 
been  working  on  this  matter  quite  intensively  now  over  a  considerable 
period  of  time,  to  discuss  it. 

Senator  Kennedy.  Perhaps  it  would  be  helpful  if  you  would  give 
us  the  present  procedure,  and  then  the  procedure  as  it  would  be  under 
the  bill. 

Mr.  Armstrong.  On  annual  appropriations,  2  years  after  the  year 
for  which  the  appropriation  is  made,  the  balances  of  those  appropria¬ 
tions  are  transferred  to  the  certified  claims  account  of  the  Treasury 
Department. 

When  bills  come  into  an  agency  after  those  balances  are  transferred, 
the  agency  examines  the  bill  and  determines  whether  it  is  a  proper 
payment.  But  the  agency  cannot  pay  it  at  that  time.  The  bill  has  to 
be  transmitted  to  the  GAO,  where  another  review  is  made.  If  GAO 
finds  it  proper,  they  certify  it  for  payment.  Such  payment  is  made 
from  the  appropriation  maintained  by  the  Treasury  Department,  the 
certified  claims  account. 

So  the  payment  really  shows  up  as  an  expenditure  of  the  Treasury 
Department,  whereas  the  goods  may  have  been  received  by  some  other 
department. 

Senator  Kennedy.  Under  the  arrangement  proposed  in  this  bill,  the 
agency  itself  would  be  able  to  make  the  expenditure  without  getting 
the  clearance. 

Mr.  Armstrong.  Yes,  it  would.  Under  this  bill  the  arrangement 
would  be  this :  Within  90  days  after  the  end  of  the  fiscal  year  for  which 
the  appropriation  is  made,  the  balance  of  the  appropriation  as  of  June 
30,  would  be  divided  two  ways:  That  portion  which  was  not 
obligated - 

Senator  Kennedy.  After  September  30 ;  would  it  not  be  ? 

Mr.  Armstrong.  It  is  as  of  June  30 — the  condition  on  June  30 — but 
the  transfer  has  to  be  made  by  September  30.  The  unobligated  portion 
of  the  appropriation  would  be  withdrawn.  In  other  words,  the  carry¬ 
over  would  be  reduced  by  that  amount,  because  there  were  no  obliga¬ 
tions  incurred  against  that  balance. 

The  remainder  would  be  put  into  one  account  combining  that  year 
with  the  prior  years.  Therefore,  there  would  be  one  consolidated  ac¬ 
count  for  the  same  general  purposes  for  prior  years  under  each  title  of 
appropriation.  And  that  would  remain  available  for  the  payment  of 
bills  by  the  agency  itself. 


26 


BUDGETING  AND  ACCOUNTING 


If  a  bill  came  in  2,  3,  or  4  years  after  an  appropriation  expired  for 
obligation  purposes,  the  agency  could  pay  it,  provided  that  it  is  a 
proper  claim. 

The  Comptroller  General  will,  by  regulation,  prescribe  the  condi¬ 
tions  under  which  agencies  may  pay  claims.  If  there  are  questions 
of  law  involved  or  if  a  claim  is  otherwise  questionable,  he  may  still  re¬ 
quire  it  to  come  to  the  GAO  for  settlement,  but  the  great  majority  of 
claims  can  be  paid  directly  by  the  agencies  themselves. 

Also,  this  arrangement  will  enable  expenditures  to  be  charged 
against  the  agencies  which  incurred  the  obligations  rather  than  having 
them  recorded  as  expenditures  of  the  Treasury  Department. 

Senator  Kennedy.  There  are  about  38,000  of  these  claims  yearly ;  is 
that  correct  ? 

Mr.  Armstrong.  The  General  Accounting  Office,  I  think,  has  in¬ 
formation  as  to  the  number,  but  I  have  some  information  here  as  to 
the  transactions  within  the  certified  claims  account  over  the  past  6 
years. 

This  certified  claims  account  was  set  up  in  1949.  In  1955,  there 
were  payments  out  of  that  account  that  amounted  to  $119  million ;  in 
1954,  $192  million;  in  1953,  $110  million,  and  so  forth.  Since  1950 
there  has  been  a  total  of  $570  million  in  payments  made  from  that  ac¬ 
count.  You  might  be  interested,  too,  in  the  amounts  of  the  balances 
of  appropriations  that  were  transferred  into  that  account.  From  1950 
to  1955,  they  amounted  to  $5,637  million. 

This  bill  withdraws  immediately  within  90  days  after  the  end  of 
the  year  the  unobligated  portion  of  the  appropriations.  We  hear  a 
lot  of  talk  about  these  large  carryover  balances.  This  will  reduce 
those  by  taking  off  immediately  the  portion  that  is  not  obligated  and 
leaving  an  amount  equal  to  the  portion  that  is  obligated  to  pay  out¬ 
standing  bills. 

Senator  Cotton.  Is  there  any  danger  or  possibility  that  the  fact  that 
this  has  to  be  done  will  cause  agencies  to  make  hasty  commitments 
prior  to  the  end  of  the  year  in  order  to  make  use  of  their  appropriations 
and  not  have  it  revert  ? 

Mr.  Armstrong.  Well,  I  do  not  know  that  it  would  add  in  that  re¬ 
spect.  The  same  situation  exists  today  where  they  cannot  further 
obligate  the  balances  of  annual  appropriations  after  the  year  ends. 

Senator  Cotton.  They  could  do  it,  anyway  ? 

Mr.  Armstrong.  I  do  not  think  this  would  change  that. 

Mr.  Finan.  This  would  make  no  difference,  Senator,  in  the  avail¬ 
ability  of  this  money  for  obligation  after  the  end  of  the  fiscal  year. 

At  the  present  time  the  money  ceases  to  be  available  for  obligation 
at  the  end  of  the  fiscal  year  and  that  situation  would  remain  unchanged 
under  the  terms  of  this  bill. 

Senator  Kennedy.  If  it  would  no  longer  be  necessary  for  the  agency 
to  present  these  claims,  it  seems  to  me  it  might  make  them  less  anxious 
to  do  what  Senator  Cotton  was  concerned  about,  that  is  to  attempt 
to  make  hasty  judgments  because  it  would  not  pass  out  of  their  control 
into  this  certified  claim  fund. 

And  the  only  way  they  could  get  it  back  would  be  through  the  special 
claims  that  have  to  be  approved  by  the  special  agencies.  Is  that  cor¬ 
rect  or  not  ? 

Mr.  Finan.  I  do  not  believe  it  would  make  any  difference  in  that 
respect,  either,  Mr.  Chairman.  The  issue  involved  here  really  in- 
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volves  the  expenditure  of  money  to  which  the  Government  is  already 
committed. 

This  issue  of  obligation  authority  actually,  as  you  know,  runs  to 
the  authority  of  an  agency  to  commit  the  Government  to  spend. 

This  bill  has  no  direct  effect  one  way  or  the  other,  in  either  case 
the  authority  to  commit  the  Government  to  spend  against  a  given 
appropriation,  to  obligate  the  money,  expires  at  the  close  of  the  fiscal 
year  in  question. 

Senator  Cotton.  In  other  words,  this  is  a  mere  matter  of  book¬ 
keeping  rather  than  any  change  in  policy  ? 

Mr.  Finan.  I  think  that  is  a  fair  statement. 

Mr.  Armstrong.  Yes,  I  think  it  would  be  fair  to  say  that  it  is  a 
simplification  of  procedures.  It  eliminates  one  audit  review,  it  con¬ 
solidates  the  number  of  accounts,  and  it  gets  expenditures  recorded 
where  they  were  actually  incurred. 

In  other  words,  it  is  largely  a  procedural  simplification  measure. 

Senator  Kennedy.  Does  this  proposal  decrease  the  number  of  sup- 
'  plemental  or  deficiency  appropriation  requests  or  will  it  have  any 
affect  on  them  ? 

Mr.  Finan.  It  should  not  have  any  effect  on  it,  Mr.  Chairman. 
There  is  an  outside  possibility  that  under  very  unusual  circumstances 
it  might  actually  increase  the  number  of  supplemental  appropriations 
to  a  vei’y  slight  degree. 

Without  experience  it  would  be  very  difficult  to  estimate  that  with 
any  degree  of  precision. 

It  is  our  judgment  that  it  would  really  have  no  significant  effect 
on  it.  But  because  one  of  the  provisions  of  this  bill  is  that  in  the 
event  it  is  necessary  to  pay  a  bill,  so  to  speak,  which  turns  out  unex¬ 
pectedly  to  be  larger  than  was  anticipated,  and  which  would  exceed 
the  amount  of  expenditure  authority  available  in  this  liquidation 
account,  you  could  make  up  the  difference  by  transfer  from  the  cur¬ 
rent  year  appropriation. 

Under  those  circumstances,  under  extreme  and,  as  far  as  we  can 
see,  most  unusual  conditions,  it  might  be  necessary  to  make  a  trans¬ 
fer  out  of  a  current  account  of  sufficient  size  as  to  impair  the  agency’s 
ability  to  carry  out  its  current  year’s  program,  in  which  event  they 
|  would  have  a  basis  for  requesting  a  supplemental  appropriation. 

Senator  Kennedy.  You  are  satisfied — the  Administration  is  satis¬ 
fied  that  this  bill  will  be  a  worthy  improvement  in  the  present  proce¬ 
dures,  is  that  correct  ? 

Mr.  Finan.  We  feel  very  strongly  that  it  will,  yes,  sir. 

Senator  Kennedy.  I  understand  this  bill  has  been  coordinated  by 
the  Bureau  of  the  Budget  with  all  of  the  agencies.  Does  that  include 
the  Department  of  Defense  ? 

Mr.  Finan.  Yes,  sir.  I  understand  a  Department  of  Defense  wit¬ 
ness  will  be  here  this  morning  to  express  certain  reservations  about 
the  provisions  of  this  bill  insofar  as  they  apply  to  the  Department  of 
Defense. 

Senator  Kennedy.  Are  there  any  more  questions  ? 

Mr.  Shriver.  Yes,  Mr.  Chairman,  if  I  may  ask  a  question,  I  would 
like  some  clarification  as  to  the  meaning  of  the  language  shown  at  the 
top  of  page  4  of  the  bill  and  the  examination  of  this  account  contem- 
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plated  by  the  provisions  of  subsection  (c) ,  beginning  on  line  11,  page  5, 
of  the  bill. 

Would  you  explain  to  the  subcommittee  the  relationship  between 
those  two  references  in  the  bill ;  as  to  whether  or  not  the  examination 
will  be  made  of  the  consolidated  account  and  the  annual  account  bal¬ 
ances,  or  merely  of  the  operations  of  the  new  account  to  be  established 
under  this  bill. 

Mr.  Finan.  Your  first  reference  starts  on  the  bottom  of  page  3? 

Mr.  Shriver.  No,  it  starts  on  the  top  of  page  4,  section  3  (a) . 

Mr.  Finan.  Do  you  want  to  comment  on  this  ? 

Mr.  Shriver.  Yes,  it  says  that  the  accounts  established  pursuant 
to  this  act  shall  be  reviewed  periodically  but  at  least  once  each  fiscal 
year,  by  each  agency  concerned. 

Is  that  intended  to  be  an  examination  of  each  account  or  the  consoli¬ 
dated  appropriation  account  ? 

Mr.  Armstrong.  That  would  be  an  examination  of  the  unliquidated 
obligations  under  the  consolidated  account  for  the  prior  years,  and  for 
the  current  year  those  obligations  outstanding  on  June  30  which  would 
by  September  30  go  into  the  consolidated  account  for  each  title  of 
appropriation. 

Mr.  Shriver.  The  examination  would  be  made  by  each  agency  ? 

Mr.  Finan.  That  is  correct. 

Mr.  Shriver.  Now,  the  examination  on  page  5  would  be  made  by 
the  GAO,  is  that  true  ? 

Mr.  Finan.  Yes,  correct. 

Mr.  Shriver.  Thank  you,  Mr.  Finan. 

Mr.  Armstrong.  You  were  also  speaking,  with  reference  to  the 
top  of  page  4,  of  that  provision  which  says  that  this  act  does  not  take 
away  from  the  GAO  any  of  its  present  authority  to  render  decisions 
in  connection  with  any  matters  pertaining  to  claims.  In  other  words, 
if  an  agency  wants  to  ask  the  GAO  for  a  decision  on  a  claim  it  shall 
continue  to  do  so,  the  point  being  that  nothing  in  this  act  takes  away 
from  the  General  Accounting  Office  any  of  the  responsibility  that  it 
now  has  in  connection  with  the  settling  of  accounts  and  claims. 

Mr.  Shriver.  Now,  would  you  explain  to  the  subcommittee  the 
method  of  handling  overages  and  shortages  in  the  estimated  obliga¬ 
tions;  that  is,  how  you  propose  to  handle  the  adjustments  for  over- 
and  under-estimated  obligations  ? 

Mr.  Finan.  I  am  not  quite  sure  that  I  understand  that  question,  Mr. 
Shriver,  as  it  relates  to  this  bill. 

Mr.  Shriver.  I  had  in  mind  a  letter  or  analysis  of  the  bill  from  the 
Bureau  of  the  Budget  which  shows  that  where  you  have  estimated  an 
obligation  which  is  later  determined  to  be  in  excess  of  the  amount  re¬ 
quired,  and  in  other  instances  where  you  under-estimated  the  amount 
required,  the  overages  and  shortages,  would  be  set  off  against  each, 
other. 

The  analysis  which  I  had  in  mind  follows : 
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Where  the  payment  of  old  obliga¬ 
tions  exceeds  the  amount  previously  re¬ 
corded  for  the  obligation  on  an  esti¬ 
mated  basis,  action  may  be  required  to 
make  a  deficiency  appropriation  if  there 
is  an  insufficient  balance  unobligated 
in  the  particular  year’s  account  in¬ 
volved.  Sometimes  deficiency  appro¬ 
priations  are  necessary  for  accounts 
which  expired  5  or  6  years  earlier. 


No  deficiency  appropriation  would 
be  required  for  these  purposes.  Over¬ 
runs  in  the  liquidation  of  obligations 
of  1  older  year  could  be  met  from  sav¬ 
ings  and  liquidations  of  obligations 
from  some  other  year.  Where  obliga¬ 
tions  overrun  the  balance  in  the  prior 
year’s  account  combined,  a  transfer 
would  be  made  from  the  current  year 
appropriation,  and  any  additional  ap¬ 
propriations  needed  would  be  made  to 
the  current  year  account. 


Mr.  Finan.  That  is  correct.  That  is  our  assumption  by  reason  of 
this  consolidation  into  one  account. 

Mr.  Shriver.  Very  well.  Thank  you. 

Senator  Kennedy.  Thank  you  very  much,  Mr.  Finan  and  Mr.  Arm¬ 
strong.  We  appreciate  your  coming  here  this  morning.  I  will  place 
the  letter  from  the  Director  of  the  Bureau  of  the  Budget  in  the  record 
at  this  point. 

(The  letter  is  as  follows :) 


Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington  25,  D.  C.,  March  16, 1956. 

Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization, 

Committee  on  Government  Operations, 

United  States  Senate,  Washington  25,  D.  C. 

My  Dear  Mr.  Chairman  :  In  response  to  conversations  which  staff  of  the 
Bureau  have  had  with  staff  of  your  committee,  we  are  submitting  views  and 
comments  on  S.  3362,  a  bill  to  simplify  accounting,  facilitate  the  payment  of 
obligations,  and  for  other  purposes. 

This  bill  would  substantially  carry  out  the  objectives  of  recommendations 
Nos.  17  and  18  of  the  Commission  on  Organization  of  the  Executive  Branch  of 
the  Government  in  its  report  on  budget  and  accounting. 

We  heartily  endorse  the  objectives  of  the  bill  which  would  bring  about  im¬ 
provements  and  simplifications  in  accounting  and  in  the  procedure  for  the  pay¬ 
ment  of  obligations  against  expired  appropriations.  More  specifically,  some  of 
the  major  benefits  which  would  result  from  the  bill  are  as  follows : 

1.  At  the  present  time  accounts  payable  relating  to  obligations  incurred 
under  appropriations  which  expired  for  obligation  purposes  more  than  2 
years  earlier  are  examined  both  by  the  agency  concerned  and  by  the  General 
Accounting  Office  before  payment  is  made.  The  bill  would  authorize  the 
Comptroller  General  to  prescribe  by  regulations  the  conditions  under  which 
such  payments  may  be  made  without  prior  review  by  the  General  Account¬ 
ing  Office.  This  would  bring  about  savings  by  eliminating  the  duplicate 
review.  Also  payments  could  be  made  more  promptly. 

2.  The  entire  balance  of  each  appropriation  (both  the  obligated  and  the 
unobligated  portion)  is  now  carried  in  the  accounts  of  the  agencies  for  2 
years  after  the  appropriation  expires  for  obligation  purposes.  Under  the 
bill  the  unobligated  balances  remaining  at  the  close  of  each  fiscal  year 
would  be  withdrawn  from  expired  appropriations  within  3  months  there¬ 
after,  thus  reducing  the  carryover  of  unexpended  balances. 

3.  Individual  appropriation  accounts  are  now  kept  by  the  agencies  on  a 
formal  basis  for  2  years  after  the  appropriations  expire  for  obligation  pur¬ 
poses  and  thereafter  for  at  least  8  more  years  on  a  memorandum  basis. 
In  addition,  after  2  years,  the  General  Accounting  Office  maintains  the  in¬ 
dividual  appropriation  accounts  in  order  to  see  that  there  are  available 
appropriation  balances  before  claims  are  certified  for  payment.  This  bill 
would  bring  about  a  large  reduction  in  the  number  of  accounts  to  be  main¬ 
tained  both  by  the  agencies  and  by  the  General  Accounting  Office.  Under 
its  provisions  the  obligated  balances  of  expired  accounts  for  prior  years 
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for  the  same  general  purposes  would  be  merged  so  that  usually  each  current 
year  appropriation  account  would  have  a  counterpart  for  prior  year  items. 
For  the  General  Accounting  Office  alone,  it  is  estimated  that  about  35,000 
accounts  could  be  eliminated. 

4.  Under  present  practices  payments  made  from  appropriations  which 
have  expired  for  obligation  purposes  for  more  than  2  years  are  charged 
as  expenditures  to  the  certified  claims  account  maintained  by  the  Treasury 
Department.  The  result  Is  that  such  expenditures  are  reported  as  expendi¬ 
tures  of  the  Treasury  Department  although  the  benefits  were  received  by 
other  agencies.  Thus  several  hundred  millions  of  dollars  are  budgeted  and 
reported  as  a  cost  of  the  function  of  general  Government  when  actually  a 
large  part  of  tills  amount  is  for  major  national  security  and  other  functions. 
The  bill  would  correct  this  situation.  Expenditures  would  be  recorded  and 
reported  by  the  individual  agencies  and  for  the  functions  which  received 
the  benefits. 

5.  The  bill  provides  that  the  Comptroller  General  shall,  in  connection  with 
his  audit  responsibilities,  make  an  appraisal  of  the  unliquidated  obligations. 
This  emphasizes  the  Importance  of  the  independent  review  by  the  Comp¬ 
troller  General  In  order  to  verify  the  accuracy  of  the  accounts. 

In  the  interests  of  clarifying  and  otherwise  improving  the  bill,  we  would  sug¬ 
gest  consideration  of  the  following  amendments : 

1.  Delete  the  words  “except  as  otherwise  provided  by  law”  on  page  1,  line 
8,  and  in  lieu  thereof  udd  the  following  new  paragraph  to  the  repeals  on  page 
7,  section  7 : 

"(f)  Any  provisions  (except  those  contained  in  appropriation  acts  for 
the  fiscal  years  1fi5(5  and  1957)  permitting  an  appropriation  to  remain  avail¬ 
able  for  expenditure  for  any  period  beyond  that  for  which  it  is  available  for 
obligation,  but  this  subsection  shall  not  be  effective  until  June  30,  1957.”  At 
the  present  time  there  are  some  cases  where  existing  provisions  of  substantive 
law  continue  the  availability  of  appropriations  for  expenditure  purposes  for 
periods  longer  than  the  normal  2-year  period  after  the  period  for  which  the 
appropriations  arc  made.  It  is  desirable,  therefore,  to  bring  such  appropri¬ 
ations  under  the  provisions  of  this  bill  in  order  to  provide  the  authority  to 
make  payments  subsequently.  An  example  is  the  provision  for  certain  re¬ 
search  appropriations  in  the  Agricultural  Marketing  Act  of  1946.  The  lan¬ 
guage,  which  we  suggest  for  deletion  above,  would  exempt  such  cases  from  the 
provisions  of  the  bill  whereas  the  substitute  would  embrace  such  cases  within 
the  terms  of  the  bill  by  repealing  the  special  provisions  providing  extended 
availability  for  expenditure.  Like  the  provision  repealing  the  generul  au¬ 
thorization  for  extended  availability  for  expenditure  (subsec.  (b)  of  sec.  7), 
the  suggested  language  would  not  be  effective  until  June  80,  1957.  However, 
the  suggested  language  would  not  repeal  provisions  for  extended  expenditure 
availability  contained  in  1956  or  1957  appropriation  acts,  but  would  leave  the 
matter  of  extended  expenditure  availability  for  these  appropriations  to  be 
considered  individually  in  acting  on  1958  budget  estimates  and  appropriation 
acts. 

2.  Delete  (lie  word  “activity”  on  page  1,  line  8,  and  substitute  “agency  or 
subdivision  thereof,”  We  believe  the  substitute  would  clarify  the  meaning. 

3.  On  page  2,  lines  22  and  23,  delete  the  words  “as  of  the  close  of  the  fiscal 
yeur”  and  insert  the  same  words  after  the  word  “account”  on  page  2,  line  20. 
This  change  would  clarify  the  point  that  the  reviews  of  the  accounting  rec¬ 
ords  required  by  section  1311  and  the  related  reports  pertain  only  to  the 
obligated  balance  as  of  the  close  of  the  fiscal  year. 

4.  Delete  the  words  “required  pursuant  to  subsection  (a)”  on  page  3,  lines 
10  and  11,  and  substitute  “made  pursuant  to  subsections  (a)  and  (b).”  This 
would  make  it  clear  that  September  80  is  intended  as  the  final  closing  date 
for  action  to  be  taken  under  section  1  (d). 

5.  Delete  the  words  “activity  responsible  for  (lie  liquidation  of  the  obliga¬ 
tions  chargeable  to  such  accounts”  on  page  4,  lines  7  and  8,  and  substitute 
“agency  concerned."  We  believe  “agency”  would  be  more  meaningful  than 
“activity”  and  that  the  remainder  of  the  clause  is  not  necessary. 

0.  Delete  the  word  “activity”  on  page  6,  line  9,  and  substitute  “agency  or 
subdivision  thereof”  for  the  reason  noted  in  2  above. 

7.  Delete  the  words  “or  will  not  be  undertaken  or  continued”  on  page  6. 
lines  16  and  17.  These  words  might  carry  the  implication  that  the  heads  of 
the  agency  concerned  could  determine  whether  or  not  to  carry  out  work 
specifically  authorized  by  the  Congress. 
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8.  On  page  7,  add  the  following  new  section  : 

“Sec.  9.  The  inclusion  in  appropriation  acts  of  provisions  excepting  any 
appropriation  or  appropriations  from  the  operation  of  the  provisions  of  this 
act  and  fixing  the  period  for  which  such  appropriation  or  appropriations 
shall  remain  available  for  expenditure  is  hereby  authorized.” 

This  new  section  provides  that  the  Congress  may  consider  each  year  the 
desirability  of  exempting  any  appropriation  or  appropriations  from  the  pro¬ 
visions  of  this  bill  and  so  provide  in  appropriation  acts  without  such  provi¬ 
sions  being  subject  to  a  point  of  order. 

The  amendments  suggested  above  have  been  discussed  with  staff  of  the  Treas¬ 
ury  Department  and  the  General  Accounting  Office,  who  concur  therein.  With 
these  amendments,  we  strongly  recommend  the  enactment  of  S.  3302,  which  would 
improve  fiscal  operations  and  bring  about  economies. 

Sincerely  yours, 

Percival  Brunuaoe,  Acting  Director. 

Mr.  Finan.  Thank  you. 

Senator  Kennedy.  Mr.  W.  J.  McNeil,  Assistant  Secretary  of  the 
Department  of  Defense,  is  our  next  witness. 

We  are  glad  to  have  you  here,  Mr.  McNeil.  Will  you  identify  the 
gentlemen  with  you. 

Mr.  McNeil.  Mr.  Howard  Bordner,  who  is  the  deputy  comptroller 
for  accounting  policy,  in  the  Department  of  Defense,  and  Mr.  Maurice 
Lanman,  who  is  assistant  general  counsel,  assigned  to  fiscal  matters. 

Senator  Kennedy.  Very  well.  You  may  proceed. 

STATEMENT  OF  HON.  W.  J.  McNEIL,  ASSISTANT  SECRETARY  (COMP¬ 
TROLLER)  ;  ACCOMPANIED  BY  MAURICE  H.  LANMAN,  JR.,  ASSIST¬ 
ANT  GENERAL  COUNSEL  (FISCAL  MATTERS),  AND  HOWARD  W. 

BORDNER,  DEPUTY  COMPTROLLER  FOR  ACCOUNTING  POLICY, 

DEPARTMENT  OF  DEFENSE 

Mr.  McNeil.  I  have  a  short  statement,  Mr.  Chairman.  And  a  mo¬ 
ment  ago,  in  answer  to  a  question,  I  believe  Mr.  Finan  mentioned 
that  we  had  certain  reservations  and  I  might  touch  on  those  also,  if 
it  pleases  the  subcommittee. 

Senator  Kennedy.  Fine. 

Mr.  McNeil.  I  appreciate  the  opportunity  to  appear  before  you  this 
morning  to  discuss  certain  legislative  proposals  to  implement  the  vari¬ 
ous  Hoover  Commission  recommendations.  It  is  my  understanding 
that  the  first  bill  under  consideration  is  to  be  S.  3362.  This  bill  i9 
apparently  intended  to  implement  two  of  the  Hoover  Commission 
recommendations,  Nos.  17  and  18. 

Kccommendation  No.  18,  which  would  provide  for  the  agencies 
having  jurisdiction  over  the  funds  to  settle  all  claims  arising  under 
appropriations  after  they  have  expired  for  obligation  rather  than  to 
have  such  claims  settled  upon  certificates  of  the  GAO  is  concurred  in 
by  the  Department  of  Defense  completely. 

It  is  our  belief  that  no  useful  purpose  has  been  served  in  having 
agencies  receive  claims,  develop  them,  determine  the  amounts  due,  and 
submit  them  to  the  Comptroller  General  for  a  practically  pro  forma 
consideration  and  then  have  them  returned  to  the  agency  and  paid  by 
the  agency’s  disbursing  officers.  Therefore,  we  believe  that  this  recom¬ 
mendation  will  obviate  currently  unnecessary  operation  in  fhe  settle¬ 
ment  of  claims  from  the  certified  claims  account. 
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With  respect  to  the  other  aspect  of  S.  3362,  which  is  apparently  an 
attempt  to  implement  recommendation  No.  17  that  all  obligations  be 
liquidated  from  a  single  account,  we  should  like  to  point  out  that  the 
bill  moves  only  part  "of  the  distance  in  the  direction  of  this  worth¬ 
while  objective. 

We  would  hope  that  the  recommendation  will  be  eventually  literally 
implemented  but  only  after  your  subcommittee  has  thoroughly  con¬ 
sidered  many  of  the  more  important  aspects  of  the  Commission’s 
recommendations  represented  in  some  of  the  legislation  upon  which 
you  plan  to  take  testimony. 

You  will  note  that  the  bill  provides  for  transfer  on  September  30 
of  each  year  of  only  those  amounts  certified  as  having  been  obligated 
under  section  1311  of  the  Supplemental  Appropriation  Act  as  of  any 
June  30.  This  latter  section  was  a  recent  enactment  into  law  of 
statutory  definition  of  obligations  which  the  Department  of  Defense 
believes  was  a  long  overdue  measure  necessary  to  correct  the  erroneous 
as  well  as  the  unsound  practices  with  respect  to  recording  and  reporting 
obligations  that  had  been  going  on  in  the  executive  departments  for 
decades. 

The  Department  considers  this  section  as  a  landmark  in  progress 
toward  a  uniform  basis  for  accounting  and  reporting  for  appropriated 
funds.  After  some  initial  delay  in  preparing  and  securing  the  ap¬ 
proval  of  the  accounting  officers  for  our  regulations  under  this  statute, 
we  are  now  in  the  process  of  applying  it  worldwide  to  all  activities  of 
the  Department  of  Defense. 

As  I  am  sure  you  will  understand,  corrective  measures  of  this  scope, 
when  applied  to  the  complexities  of  accounting  for  and  reporting  on 
the  obligations  and  expenditures  within  the  Department  of  Defense, 
running  in  excess  of  $30  billion,  cannot  succeed  overnight. 

We  have  been  working  diligently  since  the  enactment  of  the  statute 
and  believe  that  within  the  next  year  or  two  the  educative  process  and 
our  job  in  this  area  will  be  completed. 

Our  problem  in  carrying  out  the  provisions  of  3362- — that  is,  other 
than  the  certified  claims — arises  from  the  fact  that  there  are  very 
large  adjustments  of  unliquidated  obligations  in  the  Department  of 
Defense  after  the  end  of  the  fiscal  year.  For  instance,  adjustments 
which  may  arise  from  the  maturing  of  contingent  liabilities  arising 
out  of  all  types  of  contracts  including  variation  in  quantity  clauses, 
price  redetermination,  and  escalation  clauses,  as  well  as  in  the  incentive 
and  cost  reimbursement  type  contracts. 

In  addition,  other  significant  factors  require  adjustments  in  our 
obligations  which  are  often  based  on  the  best  estimates  available,  in 
accordance  with  regulations  issued  under  section  1311,  approved  by 
the  GAO. 

We  have  generally  resolved  most  of  these  problems  by  the  utilization 
of  no-year  appropriations  in  the  Department  of  Defense  but  to  the 
extent  that  the  problems  exist  in  annual  appropriations,  to  which  this 
bill  is  largely  applicable,  we  recommend  that  serious  consideration 
be  given  to  clarifying  the  provisions  of  the  bill  with  respect  to  the 
limitations  on  the  amounts  to  be  carried  over  and  the  manner  in  which 
these,  adjustments  are  to  be  effected  in  Department  of  Defense  appro¬ 
priations  after  the  close  of  the  fiscal  year  and  prior  to  the  transfers 
contemplated  to  be  made  on  September  30. 
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As  I  previously  stated,  it  is  our  hope  that  recommendation  No.  17 
will  be  fully  and  literally  implemented  but  it  is  our  view  that  it  would 
represent  only  one  minor  aspect  in  the  implementation  of  the  many 
more  sweeping  recommendations  of  the  Commission  as  included  in 
the  more  comprehensive  bill,  S.  3199,  and  should  more  properly  be 
considered  in  the  light  of  conclusions  reached  on  that  legislation.  It 
is  understood  your  subcommittee  is  also  planning  to  discuss  that  bill. 

In  conclusion,  I  should  like  to  state  that  we  feel  that  the  imple¬ 
mentation  of  recommendation  No.  18  would  occasion  no  problems  in 
the  Department  of  Defense  and  we  would  concur  in  the  immediate 
enactment  of  provisions  to  accomplish  it. 

We  feel  there  should  be  some  further  consideration  of  the  problems 
of  the  amounts  carried  over  as  of  any  June  30  which  takes  into  ac¬ 
count  the  ability  to  revise  obligations  as  certified  on  June  30  under 
section  1311,  which  can  be  justified. 

That  is  an  adjustment  that  can  be  proven  to  be  necessary,  as  well 
as  taking  into  account  any  obligations  which  do  not  require  the  full 
amount  in  liquidation. 

We  feel  that  even  though  the  amounts  carried  over  might  some 
years  be  about  the  same  amount,  but  no  one  knows.  To  the  extent 
that  amounts  might  have  to  be  paid  from  future  budgets  it  encour¬ 
ages  something  we  are  trying  desperately,  in  the  Department  of  De¬ 
fense,  to  avoid,  that  is,  the  padding  or  adding  of  too  many  contingen¬ 
cies  to  future  budget  requests.  We  are  bound  to  have  them  if  we  are 
to  provide  for  subsequent  proper  adjustments  in  the  value  of  obliga¬ 
tions. 

I  think  there  was  a  question  a  few  minutes  ago,  would  this  require 
or  encourage  additional  supplemental  appropriations.  I  think  the 
answer — at  least  my  thought  is  that  the  answer  must  be  “Yes.”  Wheth¬ 
er  it  will  be  great  in  number,  I  do  not  know,  but  certainly,  it  could 
not  operate  to  require  fewer.  It  must  require  more.  I  do  not  know 
who  can  tell  you  how  many  more. 

Either  that,  or  you  must  provide  in  each  new  budget,  each  new 
budget  request,  some  amount  to  take  care  of  claims  or  of  increased 
obligations,  which  would  be  legal,  proper,  and  must  be  paid. 

There  would  be  two  courses  of  action :  One  is  a  special  budget  account 
could  be  set  up  in  each  new  annual  appropriation  to  take  care  of  those 
contingencies  and  recognize  them.  The  customary  way  of  taking 
care  of  such  things  in  the  past,  which  I  hope  we  do  not  get  into  again, 
is  to  pad  or  adjust  a  little  bit  as  a  contingency  in  each  of  the  several 
hundred  different  budget  activity  accounts  that  we  have  in  the  De¬ 
partment  of  Defense,  because  if  a  program  manager  ever  had  to 
pick  up  one  of  these  adjustments  in  any  year,  he  would  protect  him¬ 
self  the  next  4  or  5  years  so  he  would  not  have  to  come  for  a  supple¬ 
mental,  or  did  not  have  to  adjust  his  program  all  the  way  out  through 
the  field  to  take  care  of  it. 

We  are  bound  to  ask  for  money  to  take  care  of  it  in  one  way  or  an¬ 
other. 

My  own  view  is  that,  if  in  the  consideration  of  the  second  part  of 
this  legislation,  or  what  I  call  the  second  part,  leaving  aside  the 
claims,  some  clear-cut  provision  could  be  made  to  provide  for  the 
adjustment  of  obligations,  assuming  they  could  be  justified  you  would 
have  a  much  better  piece  of  legislation. 
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Also,  I  would  urge  consideration  of  trying  to  go  the  whole  way  in 
carrying  over  the  accounts  into  one  new  account  such  as  recommended 
by  the  Hoover  Commission,  although  this  bill  goes  part  way. 

Senator  Kennedy.  As  I  understand  it,  you  are  in  favor  of  this  bill, 
but  you  do  not  feel  that  it  goes  far  enough.  You  are  in  favor  of  it  as 
far  as  it  goes  ? 

Mr.  McNeil.  On  the  certified  claims  ? 

Senator  Kennedy.  On  the  certified  claims. 

Mr.  McNeil.  But  on  the  other  part  I  really  think  it  requires  con¬ 
siderable  thought  here  as  to  the  effects ;  and  some  provision  made  for 
the  adjustment  of  obligations  as  of  the  end  of  June  30  because  we 
have  escalation  clauses  in  contracts  outstanding. 

These  are  legal  obligations.  We  attempt  under  section  1311  to 
provide  the  best  possible  estimate.  If  it  runs  over,  the  obligation  of 
the  Government  has  not  been  decreased  a  particle. 

When  contracts  are  let  for  ammunition  or  anything,  or  spares,  the 
quantity  is  specified.  But  frequently,  the  quantities  may  vary  in  the 
manufacturing  process  by,  say,  5  or  10  percent.  To  post  the  account 
we  estimate,  but  there  can  be  an  overrun.  If  there  is  an  overrun,  I 
think  it  is  a  very  proper  adjustment  in  the  obligation  of  June  30,  if 
it  can  be  justified  and  proven. 

On  cost  reimbursement-type  contracts  of  which  there  are  still  some 
under  certain  conditions,  the  estimate  of  the  cost  is  the  best  we  can 
make  at  the  time.  If,  as  in  the  case  of  ballistic  missiles,  frankly, 
where  we  do  not  know  what  some  costs  will  be,  we  do  have  adjustments 
to  get  the  same  identical  job  done  that  was  contemplated  in  the 
original  contract. 

We  think  that  this  should  provide  for  adjustments  of  that  type, 
assuming  they  can  be  justified  with  individual  items. 

Senator  Kennedy.  Do  you  have  any  questions,  Mr.  Shriver  ? 

Mr.  Shriver.  No;  I  have  no  questions  at  this  time,  Mr.  Chairman. 

Mr.  McNeil.  I  wanted  to  add  one  thing,  Mr.  Chairman,  I  think 
that  is  necessary  if  we  are  to  avoid  one  point  that  you  brought  up  just 
after  I  stepped  into  the  room. 

We  are  having  a  lot  of  difficulty  in  applying  the  provisions  of  sec¬ 
tion  1311,  although,  I  repeat,  it  is  one  of  the  best  pieces  of  legislation 
that  has  come  out  in  this  field  for  a  long  time. 

We  would  like  to  adhere  rather  carefully  to  what  we  consider  very 
rigid  criteria  as  to  what  is  and  what  is  not  an  obligation. 

But  the  very  minute  we  force  people,  in  a  sense,  to  be  a  little  care¬ 
less  with  it,  we  do  not  accomplish  what  the  basic  legislation  was  in¬ 
tended  to  do  and  what  we  are  striving  to  accomplish  in  having  very 
clean-cut  criteria  applied  to  what  is  or  is  not  an  obligation. 

Senator  Kennedy.  I  did  not  want  to  get  into  S.  3199,  particularly. 
Are  you  going  to  return  tomorrow,  or  will  you  send  some  of  your 
representatives  here  ?  We  will  have  a  hearing  on  S.  3199  then. 

Mr.  McNeil.  I  have  to  be  out  of  town  tomorrow,  but  there  will  be 
somebody  here  representing  us. 

Senator  Kennedy.  What  is  your  feeling  with  regard  to  the  sug¬ 
gestion  on  budgeting  contained  on  page  2  of  S.  3199  ? 

Mr.  McNeil.  That  is  a  rather  long  subject,  I  think,  sir,  because  as 
expressed  here  it  appears  rather  simple.  It  is  not  quite  that  simple. 

Next,  it  is  my  view  that  looking  at  it  from  a  commerical  accounting 
viewpoint  some  of  the  statements  here  would  apply  perfectly,  but  in 
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the  Federal  Government  I  think  we  want  to  use  accruals,  the  accrual 
principle,  but  must  adapt  it  to  our  operation  and  problem ;  otherwise, 
I  think  it  is  excellent  principle. 

However,  primarily,  I  am  speaking  for  the  Department  of  De¬ 
fense — the  most  important  thing  in  managing  the  place  is  to  know 
the  cost  of  consumption.  If  you  take  the  word  “accruals”  you  would 
assume  that  it  included  depreciation  and  everything  else. 

We  are  at  a  loss  to  know  what  value  would  be  achieved  by  attempt¬ 
ing  to  apply  the  accrual  principle  in  full,  by  depreciating  a  lighter 
aircraft  or  equipment  of  that  type.  It  is  an  item  that  you  have  to 
have.  You  know  its  cost  and  its  value.  That  certainly  should  be 
known. 

But  on  those  major  items  you  deal  in  the  combat  capability  and  the 
quantity.  And  as  to  depreciation,  I  do  not  know  what  we  would  do 
with  it  if  we  had  it. 

As  to  the  cost  of  consumption  of  material  used  in  housekeeping, 
maintenance,  and  operation,  it  is  vital  to  us  to  know  what  it  is. 

So  if  accruals  means  cost  of  consumption  in  the  day-to-day  opera¬ 
tions  of  a  post,  camp,  station  equipment  we  agree  completely  that  we 
ought  to  do  it. 

But  this  is  largely  written  from  a  commercial  accountant’s  view¬ 
point  and  does  not  take  into  account  one  basic  difference  which  I 
think  has  to  be  recognized  in  the  Federal  Government;  and  that  is 
the  obligations  of  the  Government  in  the  future.  This  more  or  less 
subordinates  that. 

I  think  in  the  past  years  there  has  been  too  much  emphasis  on  obli¬ 
gations  and  not  enough  on  the  day-to-day  costs  of  consumption  or 
operation.  I  think  we  have  to  bring  those  two  things  into  balance  in 
the  years  to  come. 

But  I  do  not  think  we  dare  subordinate  obligations,  particularly 
when  we  are  thinking  about  the  long-range  future  procurement  which 
to  us  takes  almost  half  of  the  resources  you  give  us— we  must  dwell  on 
that  subject,  because  the  ordinary  accrual  principle  just  does  not  apply 
as  we  think  of  it  in  business. 

Senator  Kennedy.  The  Defense  Department  is  really  the  major 
agency  involved  because  of  the  amount  of  money  expended.  Your 
viewpoint  would  be  of  great  help.  Tomorrow  could  your  represent¬ 
ative  give  the  subcommittee  a  memorandum  on  this,  section  by  section. 
If  we  have  to  rewrite  the  bill  we  can  eliminate  or  change  the  language. 
I  would  like  to  have  as  thorough  an  analysis  of  it  as  possible  and  any 
suggestion  that  you  might  have.  Your  testimony  would  be  very  help¬ 
ful.  (This  information  was  presented  to  the  subcommittee  at  a  sub¬ 
sequent  hearing,  March  27, 1956,  see  p.  211) . 

Mr.  McNeil.  Thank  you,  sir.  I  did  not  mean  to  mix  up  your  hear¬ 
ing  this  morning  on  the  one  bill,  except  what  I  would  call  the  second 
part  of  the  bill  you  are  considering  today  seems  to  me  to  be  an  integral 
part  of  the  whole  appropriation  and  accounting  process.  It  is  to  a 
degree  separable  from  the  settlement  of  claims.  That  is  what  I  had 
in  mind  by  pointing  that  issue  up. 

Senator  Kennedy.  That  is  fine.  I  am  glad  you  brought  it  up  be¬ 
cause  the  bill  introduced  by  Senator  Payne  goes  much  further  than 
the  bill  we  are  considering  this  morning.  I  think  your  analysis  of  it 
tomorrow,  or  your  representative’s  analysis,  will  be  very  helpful. 
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Do  any  of  the  gentlemen  with  you,  Mr.  McNeil,  care  to  comment? 

Mr.  McNeil.  Do  you  have  anything  to  add,  Mr.  Bordner,  Mr. 
Lanman  ? 

Mr.  Bordner.  No. 

Mr.  Lanman.  No. 

Senator  Kennedy.  If  not,  thank  you  very  much. 

Mr.  McNeil.  Thank  you. 

Senator  Kennedy.  Mr.  Gilbert  L.  Cake,  of  the  Treasury  Depart¬ 
ment,  is  the  next  witness. 

Do  you  have  a  prepared  statement,  Mr.  Cake  ? 

STATEMENT  OF  GILBERT  L.  CAKE,  ASSOCIATE  COMMISSIONER, 
BUREAU  OF  ACCOUNTS,  DEPARTMENT  OF  THE  TREASURY 

Mr.  Cake.  Mr.  Chairman,  I  have  a  short  statement  that  should  not 
take  much  over  5  minutes,  if  the  subcommittee  will  bear  with  me. 

Mr.  Chairman  and  members  of  the  subcommittee : 

I  am  glad  to  testify,  on  behalf  of  the  Treasury  Department,  con¬ 
cerning  S.  3362,  a  bill  to  simplify  accounting,  facilitate  the  payment 
of  obligations,  and  for  other  purposes. 

This  bill  contemplates  two  major  changes  with  respect  to  the  man¬ 
ner  in  which  claims  would  be  paid  and  accounted  for  after  the  related 
appropriations  have  ceased,  by  limitation  of  law,  to  be  available  any 
longer  for  making  contracts  or  otherwise  financially  obligating  the 
Government. 

Under  the  present  law,  the  General  Accounting  Office  reviews  and 
settles  claims  against  lapsed  appropriations  and,  in  that  connection, 
is  keeping  more  than  30,000  accounts  for  old  balances  as  a  means  of 
insuring  that  no  claim  is  paid  that  would  create  a  deficiency  involving 
a  lapsed  appropriation. 

First,  however,  the  administrative  agencies  concerned  do  the  work 
of  ascertaining  the  facts  and  documenting  the  claims — including  rec¬ 
ommendations  thereon — to  be  reviewed  and  settled  in  the  General 
Accounting  Office. 

Under  the  bill,  this  work  by  the  administrative  agencies  would 
still  have  to  be  done  but  the  claims,  except  those  involving  doubtful 
questions  of  law  or  fact,  would  be  certified  as  correct  for  payment  by 
authorized  disbursing  officers  without  first  being  referred  to  the  Gen¬ 
eral  Accounting  Office  for  approval.  Of  course,  such  administrative 
action  would  be  subject  to  independent,  postaudit  review  by  the  Gen¬ 
eral  Accounting  Office. 

Also  under  present  law,  Federal  agencies  geenrally  must  keep  3 
separate  accounts  with  respect  to  each  appropriation  title,  namely,  1 
account  for  the  appropriation  for  the  current  fiscal  year  and  1  each 
for  the  expired  appropriations  for  the  2  preceding  years. 

This  is  true  of  appropriations  limited  to  a  year  or  other  periods 
of  time,  which,  disregarding  trust  funds,  are  the  great  majority.  After 
an  appropriation  has  remained  on  the  books  of  the  Government  for 
2  fiscal  years  following  that  for  which  the  appropriation  is  made, 
the  entire  balance,  including  the  unobligated  portion,  lapses  and  is 
carried  to  a  consolidated  account  for  the  payment  of  claims  against 
all  lapsed  appropriations.  As  I  previously  mentioned,  these  claims, 
usually  referred  to  as  certified  claims,  are  being  submitted  under  pres¬ 
ent  law  to  the  General  Accounting  Office  for  approval  before  payment. 
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Under  the  bill,  one-third  of  the  appropriation  accounts,  and  one- 
third  of  the  innumerable  allotment  or  other  subaccounts  related  to 
such  appropriation  accounts,  which  are  scattered  among  the  different 
agencies  of  the  Government,  would  be  eliminated.  Also,  the  more 
than  30,000  accounts  kept  by  the  General  Accounting  Office  with  re¬ 
spect  to  lapsed  appropriations  would  be  discontinued. 

Only  2,  instead  of  3  accounts,  would  be  kept  with  respect  to  each 
appropriation  title,  namely,  1  for  the  appropriation  for  the  current 
fiscal  year  and  the  other  for  the  purpose  of  liquidating  claims  involving 
old  obligations  against  all  appropriations  for  the  same  general  purpose. 

This  would  be  accomplished  each  fiscal  year  by  making,  in  the  case 
of  each  appropriation  title,  a  careful  administrative  review  of  the 
obligations  outstanding  against  the  appropriation  account  for  the  fiscal 
year  just  ended  and  then  closing  such  account,  within  90  days,  by  writ¬ 
ing  off  the  unused — that  is,  unobligated — part  of  the  balance  and  trans¬ 
ferring  the  remainder — that  is,  the  obligated  portion — to  an  account 
for  the  liquidation  of  old  obligations. 

As  I  have  indicated,  there  would  be  one  such  account  maintained 
for  appropriations  which  were  made  for  the  same  general  purpose, 
and  the  account  would  be  used  for  the  liquidation  of  old  obligations 
against  such  appropriations  regardless  of  when  the  obligations  were 
incurred  in  past  years. 

I  have  tried  to  give  a  general  idea  of  the  proposed  changes  in  present 
practice  without  dealing  with  all  of  the  procedural  details. 

The  Treasury  has  been  collaborating  with  the  Bureau  of  the  Budget, 
the  General  Accounting  Office  and  the  staff  of  your  subcommittee,  in 
the  drafting  of  the  proposed  legislation. 

With  the  amendments  which  the  Bureau  of  the  Budget  proposes,  the 
Treasury  Department  gives  its  full  support  to  the  enactment  of  S. 
3362.  This  is  because  there  are  strong  advantages  to  be  gained  in 
the  way  of : 

(1)  Reducing  the  expense  of  paying  and  accounting  for  claims 
against  expired  appropriations ; 

(21  Strengthening  related  audit ; 

(3)  Improving  accounting  in  twro  ways:  by  reducing  the  size  of 
the  carryover  of  unexpended  balances  as  between  fiscal  years ;  and  by 
treating  payments  of  claims  in  the  Federal  Budget  as  expenditures  of 
the  administrative  agencies  concerned  rather  than  as  expenditures  of 
the  Treasury  Department ;  and 

(4)  Expediting  the  payment  of  valid  claims. 

Mr.  Chairman,  in  view  of  the  reservations  which  the  witness  for  the 
Department  of  Defense,  Mr.  McNeil,  has  made  with  regard  to  certain 
provisions  of  this  bill,  my  testimony  would  be  more  complete  if  I 
should  be  permitted  by  the  subcommittee  to  comment  briefly  on  those 
from  the  standpoint  of  the  Treasury  Department. 

Senator  Kennedy.  Go  right  ahead. 

Mr.  Cake.  In  the  first  place,  I  should  like  to  emphasize  that  the 
Treasury  Department  is  in  full  agreement  with  the  Bureau  of  the 
Budget  and  the  General  Accounting  Office  on  the  desirability  of  the 
provisions  of  the  bill  as  written. 

From  the  standpoint  of  the  Treasury  Department’s  own  operations, 
which  are  not  inconsiderable,  we  foresee  no  serious  difficulties  of  rec¬ 
ordkeeping  or  control  that  would  prevent  compliance. 
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We  are  opposed  to  the  idea  of  merging  old  obligations  and  old  au¬ 
thority  with  new  obligations  and  new  authority  as  an  accounting  mat¬ 
ter.  We  do  not  believe  that  congressional  and  executive  control  over 
the  spending  of  public  funds  should  be  relaxed  so  far. 

With  respect  to  providing  authority  to  make  adjustments  for  possi¬ 
ble  miscalculations  of  unobligated  balances,  as  I  have  said,  the  Treas¬ 
ury  Department  anticipates  no  difficutly  with  the  bill  as  written.  We 
are  not,  however,  in  a  position  to  know  or  judge  what  the  peculiar 
problems  of  the  Department  of  Defense  may  be  in  the  way  of  effective 
recordkeeping  and  control  of  appropriations  and  the  need  of  lead 
time  for  installation  of  the  new  procedure. 

Senator  Kennedy.  Senator  Cotton,  any  questions? 

Senator  Cotton.  I  have  no  questions. 

Senator  Kennedy.  Senator  Symington  ? 

Senator  Symington.  I  have  no  questions. 

Senator  Kennedy.  Mr.  Cake,  would  you  care  to  comment  further  on 
the  Department  of  Defense’s  views  on  the  bill  ? 

Mr.  Cake.  From  the  standpoint  of  the  Department  of  Defense? 

Senator  Kennedy.  Is  there  anything  that  you  would  care  to  add  to 
what  was  said  ? 

Mr.  Cake.  Mr.  Chairman,  I  just  gave  some  views  on  that  to  the  sub¬ 
committee  at  the  close  of  my  statement.  I  would  be  glad  to  repeat 
those,  sir,  if  you  care. 

Senator  Symington.  Cannot  you  say  it  without  repeating  it? 

Mr.  Cake.  There  are  several  points.  I  want  to  cover  the  same 
ground,  of  course. 

As  I  previously  said,  the  Treasury  Department  is  in  full  agreement 
with  the  Bureau  of  the  Budget  and  the  General  Accounting  Office, 
on  the  desirability  of  the  provisions  of  the  bill  as  written. 

From  the  standpoint  of  the  Treasury  Department’s  own  operations, 
which  are  not  inconsiderable,  we  can  foresee  no  serious  difficulty  in 
recordkeeping  or  control  that  would  prevent  compliance. 

We  are  opposed  to  the  idea  of  merging  old  obligations  and  old  au¬ 
thority  with  new  obligations  and  new  authority  as  an  accounting 
matter. 

Senator  Symington.  What  do  you  mean  by  “old  obligations”? 

Mr.  Cake.  I  mean,  Senator  Symington,  the  obligations  that  were 
incurred  against  the  appropriation  that  are  no  longer  available  for 
the  purpose  of  obligations  and  yet  have  not  been  paid.  They  are  con¬ 
tracts  that  have  been  made. 

Senator  Symington.  Give  us  an  illustration  of  that  from  the  prac¬ 
tical  standpoint  in  the  Defense  Department,  if  you  can  pick  one  out, 
and  see  how  it  works. 

Mr.  Cake.  I  would  not  be  able  to  speak  particularly  for  the  Defense 
Department. 

Senator  Symington.  Give  us  one  from  your  Department  then. 

Mr.  Cake.  In  the  case  of  the  Treasury  Department,  we  might  have 
a  contract  for  the  delivery  of  goods  that  had  been  made  legally — 
made  before  the.  appropriation  had  expired— but  the  obligation  has 
not  yet  been  paid  because  the  delivery  has  not  been  made.  Then  the 
delivery  is  made  and  the  payment  is  effected. 

That  is  what  I  mean  by  merging  old  obligations,  that  were  incurred 
under  prior  years. 
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Senator  Symington.  You  are  talking  about  money  that  expires  at 
the  end  of  the  year,  because  you  cannot  have  it  in  the  next  year  ? 

Mr.  Cake.  I  am  talking  about  the  obligations  that  were  incurred 
against  the  appropriation  that  expired,  obligations  which  already 
exist. 

Senator  Symington.  I  just  want  to  be  sure  that  I  understand  you 
now.  You  say  that  you  order  some  goods,  is  that  right  ? 

Mr.  Cake.  That  is  right. 

Senator  Symington.  Say  you  order  fans  for  the  Department  of 
the  Treasury. 

Mr.  Cake.  That  is  right. 

Senator  Symington.  And  when  you  get  those  goods  you  pay  for 

them,  is  that  right  ? 

Mr.  Cake.  They  have  not  been  paid  for  in  this  case. 

Senator  Symington.  Why  have  they  not  been  paid  for  ? 

Mr.  Cake.  Because  they  had  not  been  delivered  before  the  appro¬ 
priation  expired,  although  the  contract  is  binding. 

Senator  Symington.  You  are  talking  about  money  that  expires? 

Mr.  Cake.  Yes,  sir. 

Senator  Symington.  Because  the  goods  have  not  been  delivered,  is 
that  right  ?  That  is  what  I  wanted  to  get  at. 

Mr.  Cake.  The  funds  for  the  payment  of  that  particular  contract, 
if  it  was  legally  incurred,  have  not  really  lapsed  or  expired  for  the 
purpose  of  expenditure. 

Senator  Symington.  But  under  the  law,  if  you  do  not  pay  for  them 
in  that  fiscal  year  then  the  appropriation  dies,  your  right  to  use  the 
money  dies,  is  that  it  ? 

Mr.  Cake.  Not  as  far  as  the  money  needed  to  pay  for  those  particu¬ 
lar  legal  obligations  that  were  incurred  while  the  appropriation  was 

alive. 

Senator  Symington.  If  the  appropriation  dies,  then  you  have  no 
more  money  to  pay  the  bill,  is  that  right  ? 

Mr.  Cake.  Oh,  no,  not  under  present  1  aw. 

Senator  Symington.  Do  you  have  the  money  to  pay  the  bill  ? 

Mr.  Cake.  Yes — the  portion  of  the  balance  of  the  appropriation 
which  we  call  obligated,  which  is  necessary  for  payment. 

Senator  Symington.  You  make  a  contract  to  buy  a  fan.  you  either 
do  it  with  a  purchase  order  on  the  Government  or  do  it  with  a  contract 
with  the  manufacturer. 

Mr.  Cake.  That  is  right. 

Senator  Symington.  You  have  that  money  appropriated,  is  that 
right  ? 

Mr.  Cake.  That  money  is  appropriated ;  yes,  sir. 

Senator  Symington.  Then  at  the  end  of  the  fiscal  year,  do  you  lose 
that  money  ? 

Mr.  Cake.  You  only  lose  the  part  that  is  not  needed  to  cover  those 
contracts  that  you  referred  to.  You  have  a  firm  obligation  then. 

Senator  Symington.  And  you  can  pay  your  commitment,  is  that  it  ? 

Mr.  Cake.  That  is  true,  after  the  appropriation  expires. 

Senator  Symington.  If  you  have  not  made  any  use  of  the  money 

then,  the  money  dies  ? 

Mr.  Cake.  Only  the  part  that  is  not  needed  to  cover  such  contracts. 
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Senator  Symington.  That  is  what  I  say,  but  what  you  have  not  got 
to  cover  the  contract  dies  at  the  end  of  that  year,  with  certain  ex¬ 
ceptions,  like  the  Navy  on  ships,  etc. 

Mr.  Cake.  That  is  correct. 

Senator  Symington.  All  right. 

Now,  what  is  the  point  then  ?  I  mean,  you  have  not  used  the  money, 
so  the  money  dies. 

Mr.  Cake.  Well,  if  I  understood  the  testimony  of  the  Defense  De¬ 
partment  correctly,  they  advocated  instead  of  keeping  2  accounts  for 
each  appropriation  head,  only  1  account,  that  is,  the  current  account. 

In  other  words,  the  way  this  bill  is  written,  Senator,  it  would  re¬ 
quire  you  to  keep  2  accounts  for  each  appropriation  head,  one  for 
the  appropriation  for  the  current  fiscal  year  which  is  available  to  go 
out  and  contract  under ;  and  the  other  would  be  available  only  for  the 
payment  of  those  obligations  that  were  incurred  under  the  prior  year’s 
appropriations. 

If  I  understood  the  testimony  of  the  Department  of  Defense  cor¬ 
rectly  they  advocate  instead  of  keeping  2  such  accounts,  to  differ¬ 
entiate  between  the  money  for  the  payment  of  old  obligations  and 
which  is  restricted  to  that,  and  the  money  to  use  for  the  current  year — 
they  advocate  putting  all  that  altogether  in  1  account. 

Senator  Symington.  Let  me  see  if  I  get  this  straight.  You  have  a 
certain  amount  of  money  and  you  commit  that  money  in  contracts  or 
purchase  orders,  or  what  have  you,  up  until  the  end  of  that  fiscal  year. 

Mr.  Cake.  That  is  right. 

Senator  Symington.  If  those  goods  are  not  delivered,  you  do  not 
pay  against  them ;  and,  therefore,  you  lose  that  money  and  you  have 
to  get  it  in  the  new  appropriations  bill  if  you  are  going  to  go  through 
with  the  objective  for  having  the  money  in  the  beginning;  is  that 
right  ? 

Mr.  Cake.  No,  sir.  Under  the  present  law  and  under  this  proposed 
bill - 

Senator  Symington.  Let  us  talk  about  the  present  law  and  then  we 
can  talk  about  the  proposed  bill. 

Mr.  Cake.  Taking  an  annual  appropriation,  which  is  available  only 
to  enter  into  contracts  for  1  year,  at  the  end  of  that  year  any  balance 
remaining  in  that  appropriation  can  no  longer  be  used  for  the  purpose 
of  going  out  and  entering  into  contracts. 

Senator  Symington.  Unless  it  has  been  previously  committed. 

Mr.  Cake.  But  it  is  available  to  pay  for  any  contracts  or  deliveries 
under  such  contracts  that  were  made  in  the  prior  fiscal  year  for  2  years 
longer.  Under  the  present  law  it  stays  on  the  books.  It  is  available 
in  order  to  disburse  money  in  payment  of  legal  obligations  that  were 
incurred  during  the  year  in  which  the  appropriation  was  alive. 

Senator  Symington.  But  which  were  not  actually  shipped  at  the 
time,  so  that  you  could  not  pay  for  that  which  you  did  not  get  in  the 
year  in  question ;  is  that  right  ? 

Mr.  Cake.  That  is  true. 

Senator  Symington.  Then  you  have  2  more  years  under  the  present 
law  to  use  that  money  for  commitments  that  were  made  for  mer¬ 
chandise  for  the  year  in  question  ? 

Mr.  Cake.  Correct. 
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Senator  Symington.-  What  is  the  change  in  the  law  proposed  that 
would  change  the  current  method  of  being  allowed  to  use  that  money 
for  2  years  subsequent  to  the  fiscal  year  in  question  ? 

Mr.  Cake.  The  bill  would  provide  that  at  the  end  of  the  year  in 
which  this  appropriation  expired,  during  which  it  was  available  for 
obligation - 

Senator  Symington.  The  fiscal  year  in  question  ? 

Mr.  Cake.  The  fiscal  year  that  it  was  made  for.  At  the  end  of  that 
year,  you  would  examine  that  appropriation,  the  obligations  against 
it,  review  them  carefully,  and  determine  how  much  of  the  balance, 
the  unexpended  balance  was  already  committed  and  how  much  was 
uncommitted.  You  would  write  off  the  books  at  that  time  the  uncom¬ 
mitted  portion.  It  would  disappear.  It  would  not  be  available  any 
longer. 

Senator  Symington.  Isn’t  that  sort  of  impractical  ? 

Mr.  Cake.  It  is  not  available  for  anything,  Senator. 

Senator  Kennedy.  Where  does  it  go  ? 

Mr.  Cake.  The  authority  has  expired. 

Senator  Kennedy.  You  say  you  write  it  off.  You  are  talking  about 
the  proposed  bill.  What  would  you  do  under  the  present  law  with 
that  money  ? 

Mr.  Cake.  It  would  stay  on  the  books  for  2  years. 

Senator  Kennedy.  And  under  the  proposed  bill  you  would  write  it 
off? 

Mr.  Cake.  Under  the  proposed  bill  the  uncommitted  portion  you 
would  get  rid  of  immediately. 

Senator  Symington.  What  do  you  mean  by  “get  rid  of”  ? 

Mr.  Cake.  Write  it  off  the  books. 

Senator  Symington.  Cancel  it  out  ? 

Mr.  Cake.  Cancel  it  out. 

Senator  Symington.  In  the  beginning  when  you  asked  for  the 
money,  did  you  think  that  you  needed  it  ? 

Mr.  Cake.  Yes;  over  a  year  ahead  of  the  time  that  you  are  going 
to  use  it. 

Senator  Symington.  So  there  is  no  change  in  your  opinion  as  to  a 
meritorious  request  to  the  Congress? 

Mr.  Cake.  Senator,  of  course,  conditions  change  during  the  year, 
and  it  is  kind  of  hard  to  estimate  sometimes,  so  far  in  advance. 

Senator  Symington.  Then  you  would  say  that  you  would  approve 
writing  off  that  money,  so  that  it  could  not  be  used  in  the  subsequent 
2  years  ? 

Mr.  Cake.  The  Treasury  supports  that  position  in  the  bill;  yes. 

Senator  Symington.  But  do  you  not  see  how  difficult  that  would 
be  for  the  Department  of  Defense  on  long-term  contracts  ? 

Mr.  Cake.  As  I  have  said,  we  are  in  no  position  to  judge  what  their 
peculiar  problems  are. 

Senator  Symington.  If  you  buy  a  ship  it  takes  6  or  7  years  to  build 
it. 

Take  an  airplane,  a  bomber,  it  takes  months  to  build  it,  and  for  ships, 
years. 

On  the  basis  of  the  law  that  you  present,  if  you  do  not  actually  get 
delivery  then  you  automatically  cancel  it  out.  What  would  you  do  with 
half  of  a  ship  or  half  of  a  plane  ? 

Mr.  Cake.  You  would  have  to  get  additional  authority. 


42 


BUDGETING  AND  ACCOUNTING 


Senator  Symington.  Then  you  would  come  back  constantly  and 
take  the  time  of  the  Congress  to  ask  for  the  money  that  you  had  asked 
for  before,  is  that  right  ? 

Senator  Kennedy.  I  am  not  sure  that  would  be  correct  in  the  case 
of  a  ship. 

Senator  Symington.  I  do  not  understand  it,  Mr.  Chairman.. 

Senator  Kennedy.  I  want  to  understand  it,  too.  But  that  is  not  the 
question  that  Senator  Symington  asked.  I  think  he  is  getting  to  the 
heart  of  the  matter  very  well.  That  would  not  be  true  if  you  ordered 
a  ship.  If  the  ship  were  not  delivered  you  would  not  cancel  out  that. 
That  would  be  an  obligation  so  it  would  not  be  affected  here.  We  are 
talking  about  unobligated  funds. 

Mr.  Cake.  That  is  true.  That  is  an  administrative  matter  and  I  do 
not  know  whether  they  would  cancel  the  contract  or  come  back  to  the 
Congress  for  more  authority. 

Senator  Symington.  You  are  up  here  testifying  on  the  bill.  That 
is  a  pretty  important  point.  If  you  order  food  and  do  not  use  it, 
you  order  fans  and  do  not  want  them,  because  you  have  a  cool  summer, 
I  can  understand  that,  but  I  think  there  is  some  special  legislation  in¬ 
cident  to  laying  the  hull  of  the  ship. 

Suppose  you  have  a  long-term  contract  for  bombers  and  due  to  a 
change  by  the  Government  your  delivery  date  is  delayed. 

Under  this  law,  under  your  testimony,  you  would  have  to  come  and 
ask  for  that  money  again. 

Mr.  Cake.  That  would  be  true,  Senator,  if  you  could  not  pay  for 
those  obligations  within  that  time. 

Senator  Symington.  Don’t  you  think  that  is  impractical  ? 

Mr.  Cake.  We  do  not  anticipate  any  difficulty  within  the  Treasury 
Department.  I  am  in  much  better  position  to  speak  about  our  own 
operations. 

Senator  Symington.  You  would  not  support  something  in  the 
Treasury  Department  that  operated  against  the  functions  of  another 
Department  that  uses  a  great  deal  more  money  than  your  Department 
does,  and,  therefore,  gives  them  much  more  of  a  problem  in  dollars 
and  cents  than  it  would  give  you,  would  you  ? 

Mr.  Cake.  Well,  I  assume  that  if  the  Department  of  Defense  has 
good  illustrations  and  good  examples  and  evidence  of  the  need  for  mak¬ 
ing  the  retroactive  adjustments  under  the  bill,  they  can  sustain  that 
need  with  the  subcommittee. 

Senator  Symington.  They  have  to  come  back  to  the  Congress  and 
justify  again  what  they  have  already  justified,  do  they  not  ? 

Mr.  Cake.  I  assume  they  would. 

Senator  Symington.  Would  not  that  take  a  lot  of  unnecessary  time  ? 

Mr.  Cake.  If  there  was  much  of  that ;  yes,  sir. 

Senator  Symington.  It  would  probably  run  into  billions  of  dollars 
of  requests. 

Senator  Kennedy.  My  understanding  of  it  is  that  it  would  not 
affect  those  items  which  have  been  ordered  and  which  have  not  been 
delivered.  All  it  would  affect  would  be  those  items  obligated  which 
have  not  been  delivered  and  rather  than  have  the  money  put  in  the 
Treasury  in  the  Claims  Section,  the  agency  would  be  able  to  pay  the 
claim  itself.  That  is  all  this  bill  deals  with.  Is  that  correct? 

Mr.  Cake.  Yes,  but,  Mr.  Chairman,  the  difficulty  lies  in  the  fact 
that  within  3  months  each  agency  must  determine  the  amount  which 
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is.  obligated  and  available  for  that  purpose  for  paying  those  bills. 
If  they  miscalculate,  if  their  records  are  not  complete,  or  if  they 
miscalculate  the  amount  of  those  obligations,  and  understate  them,  that 
was  Senator  Symington’s  point,  I  believe. 

Senator  Svmington.  No,  my  point - 

Mr.  Cake.  They  would  then  have  to  come  back. 

Senator  Symington.  A  lot  of  things  that  you  buy,  especially  in 
aeronautical  material  and  maritime  material,  take  a  long  time  to 
deliver. 

With  the  possible  exception  of  1  or  2  cases,  as  I  read  this  bill,  if  you 
do  not  get  delivery  on  those  in  the  year  in  question,  as  you  have  inter¬ 
preted  this  bill,  you  would  have  to  come  before  the  Congress  and  have 
a  rejustification  of  the  items  in  question  in  order  to  be  able  to  pay  for 
them. 

I  would  think  that  would  make  a  very  tricky  situation  from  the 
standpoint  of  the  manufacturers,  for  example,  if  that  is  correct,  the 
way  I  gather  your  testimony. 

Mr.  Cake.  You  would  only  have  to  if  you  grossly  underestimated 
what  the  amount  of  the  ultimate  payment  would  be.  In  other  words, 
the  difficulty,  apparently,  that  the  Department  of  Defense  is  trying 
to  point  out,  is  that  within  90  days  they  have  a  very  difficult  problem 
of  determining  rather  accurately  or  reliably  the  exact  amount  that 
should  be  reserved  for  future  payments. 

Senator  Symington.  Let  me  take  a  case. 

Suppose  you  had  a  schedule,  for  example,  to  deliver,  say  30  bombers 
in  the  last  3  months  of  this  fiscal  year  and  because  of  engineering 
changes  specified  by  the  Government  you  were  not  able  to  deliver  those 
until  you  had  completed  the  changes.  Suppose  the  changes  took  an¬ 
other  12  months  or  maybe  15  months  before  you  could  deliver. 

For  example,  would  the  Department  of  Defense  have  to  come  before 
the  Congress  and  rejustify  money  in  order  to  pay  for  those  items  when 
they  were  delivered  in  a  subsequent  or  the  second  subsequent  fiscal 
year? 

Mr.  Cake.  They  would  have  only  to  rejustify  the  amount  neces¬ 
sary  if  they  had  grossly  underestimated  the  obligation. 

Senator  Symington.  That  would  always  be  true — they  would  only 
have  to  justify  the  money  necessary  to  pay  the  bill. 

They  would  have  to  justify  paying  for  the  later  account. 

Mr.  Cake.  If  I  might  clear  up  just  that  one  point,  they  will  already 
have  estimated  under  this  bill  what  they  think  they  wiil  have  to  pay 
in  the  future.  That  will  be  available. 

Senator  Symington.  But  they  might  make  a  mistake  ? 

Mr.  Cake.  If  they  make  a  mistake  and  underestimate  that,  then 
they  would  not  have  the  money  necessary. 

Senator  Symington.  In  other  words,  if  the  mistake  they  made  was, 
for  example,  that  they  did  not  know  design  changes  were  going  to 
hold  the  delivery  up  6  months - 

Mr.  Cake.  That  is  where  the  difficulty  lies. 

Senator  Symington.  That  would  not  be  their  mistake,  would  it? 

Mr.  Cake.  I  do  not  quite  follow  you  on  that. 

Senator  Symington.  In  other  words,  they  are  given  a  schedule  of 
planes  and  they  apply  a  certain  amount  of  money  to  pay  for  them, 
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then  they  decide  in  order  to  make  the  plane  more  competitive  as 
against  possible  opposition,  they  want  to  make  changes  on  the  plane. 

Mr.  Cake.  You  could  hardly  call  it  a  mistake. 

Senator  Symington.  That  is  right.  I  would  not  call  it  a  mistake, 
either;  but  on  the  other  hand,  whether  it  was  a  mistake  or  was  not  a 
mistake,  they  have  not  the  money  to  pay  for  that  unless  they  come 
back  and  ask  for  more  money. 

Mr.  Cake.  As  I  understand  it,  that  is  true. 

Senator  Symington.  That  is  the  way  you  understand  it  ? 

Mr.  Cake.  Yes. 

Senator  Symington.  Is  that  true  of  all  merchandise  in  the  Depart¬ 
ment  of  Defense  ?  Are  there  any  exceptions  ? 

Mr.  Cake.  Sir,  I  cannot  answer. 

Senator  Symington.  Is  there  anybody  here  who  could  answer  that 
question  ? 

Mr.  Lanman.  I  am  Mr.  Lanman,  Assistant  General  Counsel  for  the 
Fiscal  Affairs  for  the  Department  of  Defense. 

I  would  like  to  say  you  are  absolutely  right  with  respect  to  the  im¬ 
pact  of  this  legislation  on  an  annual  appropriation  account  where  we 
do  have  long  lead-time  procurement. 

However,  with  respect  to  most  of  the  hard  goods,  the  major  items 
we  call  them,  the  appropriations  involved  are  made  on  a  basis  of  no 
year  limitation,  no  fiscal  year  limitations. 

In  the  case  of  planes,  ships,  tanks,  and  most  of  the  long  lead-time 
articles,  for  which  appropriations  are  made  to  the  Department  of  De¬ 
fense,  this  bill  would  have  little,  if  any,  application. 

However,  to  the  extent,  as  we  testified  earlier — to  the  extent  that  we 
have  retained  in  annual  appropriations  long  lead-time  procurements, 
Navy  ship  components,  etc.,  we  do  have  the  problem. 

And  additionally,  the  point  we  attempted  to  make  earlier  was  that 
in  these  contracts  and  in  many  of  the  obligations  of  the  Department  of 
Defense,  they  change. 

In  other  words,  take  the  case  of  the  fans  that  you  spoke  of  earlier. 
We  agree  to  pay  a  certain  price  for  the  fans.  That  obligation  is  clear. 
It  probably  would  not  happen  in  the  case  of  fans,  but  there  might 
be  a  price  escalation  clause  in  there  to  take  care  of  increased  labor 
costs  which  did  not  occur  until  sometime  after  the  close  of  the  fiscal 
year.  Our  obligation  to  pay  is  firm.  And  we  would  have  to  adjust 
the  records. 

If  the  money  has  been  returned  to  the  Treasury,  then  we  have  to  get 
it  some  place.  This  bill  provides  that  we  would  get  it  out  of  the 
current  account.  We  are  somewhat  concerned  with  respect  to  the 
possible  impact  of  that  on  our  current  account. 

Senator  Symington.  I  have  to  leave.  I  am  very  much  in  sympathy 
with  Mr.  Lanman’s  testimony.  I  would  like  to  have  some  further 
time  to  go  into  this.  Could  you  have  a  further  hearing  on  this  matter. 

Senator  Kennedy.  Will  you  go  over  again  slowly  for  us,  why  this 
bill  is  going  to  make  your  problem  more  complicated,  because  if  it 
is  going  to  complicate  more  than  help  matters  we  should  know  about  it. 

Mr.  Lanman.  As  we  indicated  earlier  we  are  in  favor  of  the  long- 
range  objective  of  this  bill. 

Senator  Kennedy.  Are  you  in  favor  of  the  bill  ? 
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Mr.  Lanman.  We  are  in  this  position,  sir:  That  is,  that  the  bill  if 
clarified  to  assist  in  the  problems  which  I  have  just  discussed - 

Senator  Kennedy.  Do  you  have  clarifying  language  with  you  ? 

Mr.  Lanman.  We  have  not,  to  offer  here  today,  language  for  clari¬ 
fication  but  I  am  authorized  by  Mr.  McNeil  to  say  that  we  would  be 
happy  to  join  with  your  staff  or  submit  some  for  the  subcommittee. 

Senator  Kennedy.  As  to  how  it  might  be  improved  ? 

Mr.  Lanman.  Yes,  sir. 

Senator  Kennedy.  Do  you  know  whether  the  Treasury  and  these 
other  groups  would  still  support  the  bill,  if  the  changes  that  you  are 
going  to  suggest  were  put  in  ? 

Mr.  Lanman.  I  have  no  way  of  knowing  that,  sir,  for  sure. 

Senator  Kennedy.  Have  you  discussed  your  changes  with  the  Bu¬ 
reau  of  the  Budget  ? 

Mr.  Lanman.  We  prepared  a  general  comment  on  a  similar  legis¬ 
lative  proposal,  sir,  to  which  we  offered  no  language  but  we  did  indi¬ 
cate  substantially,  the  same  as  Mr.  McNeil  did  here  this  morning, 
that  we  felt  if  the  major  recommendations  were  enacted — take,  for 
instance,  the  cost  basis  which  I  am  not  too  familiar  with  or  expert  on, 
but  assuming  that  we  would  believe  that  the  Hoover  Commission  rec¬ 
ommendation  No.  17  under  that  circumstance  would  have  to  be  fol¬ 
lowed  literally;  in  other  words,  we  could  not  go  to  the  cost  basis 
without  a  single  account  to  reflect  all  of  the  transactions. 

I  am  not  qualified  to  discuss  those  aspects. 

Senator  Kennedy.  The  cost  is  not  in  this. 

Mr.  Lanman.  I  understand  that. 

Senator  Kennedy.  There  is  no  point  in  the  subcommittee  doing 
anything  about  this  bill  if  the  Department  of  Defense  is  not  in  favor 
of  it  as  it  stands. 

First,  we  want  your  suggested  language  and  then  we  want  to  know 
whether  the  Bureau  of  the  Budget  and  other  administrative  agencies 
are  in  agreement  with  it.  How  can  we  function  without  that  informa¬ 
tion  ? 

Mr.  Lanman.  I  am  sorry,  sir,  that  we  are  not  prepared  to  offer  that 
at  the  moment.  W e  can  get  it  for  you  as  quickly  as  possible. 

Senator  Kennedy.  Have  you  discussed  it  with  the  Bureau  of  the 
Budget  ? 

Mr.  Lanman.  Recommended  language  ?  No,  sir. 

Senator  Kennedy.  Perhaps  recommended  thoughts  that  the  lan¬ 
guage  would  implement  ? 

Mr.  Lanman.  Yes,  we  have. 

Senator  Kennedy.  Are  they  in  agreement  with  it  ? 

Mr.  Lanman.  I  think  not,  sir. 

Senator  Cotton.  The  suggestions  that  you  have  to  make — do  they 
have  to  do  with  S.  3362  or  the  bill  that  we  are  taking  up  tomorrow  ? 

Mr.  Lanman.  The  testimony  we  have  offered  here  is  in  relation  to 
S.  3362,  and  we  would  have  clarifying  amendments  offered  to  that  bill. 

Senator  Cotton.  That  was  my  second  question.  Is  it  just  simply  a 
clarification  or  do  your  thoughts  about  this  bill  involve  substantial 
change  in  the  mechanics  of  the  bill  or  the  theory  of  the  bill  ? 

Mr.  Lanman.  I  find  it  difficult  to  state  the  position,  sir,  except  to 
say  that  the  bill,  if  enacted  in  its  present  form,  we  would  find  difficult 
to  work  with  and  we  would  suggest  that  if  the  subcommittee  desires  to 
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enact  a  bill  in  its  present  form,  including  the  provisions  for  establish¬ 
ment  of  more  than  one  account,  to  liquidate  the  prior  year  obligations, 
we  would  like  to  offer  some  language  prior  to  the  enactment. 

If,  however,  the  subcommittee  is  seriously  considering  the  enact¬ 
ment  of  the  provisions  in  S.  3199,  we  would  prefer  that  nothing  be 
included  in  this  bill  with  respect  to  the  establishment  of  the  single  ac¬ 
count  and  that  it  be  considered  in  connection  with  S.  3199. 

Senator  Kennedy.  We  are  going  to  hear  more  testimony  tomorrow 
morning  on  S.  3199.  In  the  meanwhile,  we  will  have  the  staff  and  you 
get  together  on  the  language  and  the  changes  you  might  suggest  for 
this  bill  and  then  the  Bureau  of  the  Budget  can  approve  it  and  we  will 
discuss  it  again. 

Mr.  Lanman.  Thank  you. 

Senator  Kennedy.  I  think  it  is  unfortunate  that  prior  agreement 
could  not  have  been  reached  with  the  Bureau  of  the  Budget,  because  it 
is  pretty  hard  for  us  to  consider  detailed  technical  language.  The 
representatives  of  the  Bureau  of  the  Budget  say  they  are  in  favor  of  it, 
and  then  find  it  excepted  to  by  the  most  important  agency. 

Mr.  Lanman.  We  did  make  known  that  we  had  some  reservations 
with  respect  to  the  bill  as  introduced. 

Senator  Kennedy.  The  reservations  seem  major. 

Thank  you. 

We  will  now  hear  from  Mr.  Robert  F.  Keller,  Assistant  to  the  Comp¬ 
troller  General  of  the  United  States. 

STATEMENT  OF  ROBERT  F.  KELLER,  ASSISTANT  TO  THE  COMP¬ 
TROLLER  GENERAL;  ACCOMPANIED  BY  KARNEY  A.  BRASFIELD, 

ASSISTANT  TO  THE  COMPTROLLER  GENERAL;  JOHN  MOORE, 

OFFICE  OF  GENERAL  COUNSEL;  AND  S.  M.  BROWN,  ACCOUNTING 

SYSTEM  DIVISION,  GENERAL  ACCOUNTING  OFFICE 

Mr.  Keller.  Mr.  Chairman  and  members  of  the  subcommittee,  I 
have  with  me  Mr.  Karney  Brasfield,  Assistant  to  the  Comptroller 
General;  Mr.  John  Moore  of  our  General  Counsel’s  Office;  and  Mr. 
S.  M.  Brown  of  our  Accounting  System  Division. 

I  have  a  short  statement  I  would  like  to  read,  with  your  permission. 

Senator  Kennedy.  Proceed,  please. 

Mr.  Keller.  We  appreciate  the  opportunity  to  appear  before  you  to 
discuss  S.  3362  which,  if  enacted,  will  bring  about  substantial  account¬ 
ing  improvements  in  the  Government  and  will  greatly  simplify  and 
facilitate  the  payment  of  amounts  due  to  creditors  of  the  Government 
which  are  chargeable  to  lapsed  appropriations. 

The  Hoover  Commission,  in  its  Report  on  Budget  and  Accounting, 
made  two  recommendations  in  the  particular  area  covered  by  S.  3362. 
These  are : 

Recommendation  No.  17 : 

That  each  department  and  agency  be  authorized  to  maintain  a  single  account 
under  each  appropriation  title  or  fund  for  controlling  the  amount  available  for 
the  liquidation  of  valid  obligations. 

And  recommendation  No.  18 : 

That  vouchers  which  are  otherwise  valid  but  as  to  which  appropriations  have 
lapsed  should  not  be  referred  as  “claims”  to  the  General  Accounting  Office  but 
should  be  settled  within  the  agencies. 
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S.  3362  will  substantially  carry  out  the  objectives  of  recommenda¬ 
tions  Nos.  17  and  18.  The  only  essential  dilference  being  that  obli¬ 
gated  balances  for  prior  years  would  be  consolidated  in  separate  ac¬ 
counts,  rather  than  brought  forward  to  the  current  appropriation  ac¬ 
counts  of  the  agencies. 

S.  3362  authorizes  the  agencies  of  the  Government  to  pay  undis¬ 
puted  bills  chargeable  to  lapsed  appropriations  in  precisely  the  same 
manner  as  bills  payable  from  currently  available  appropriations. 

This  objective  will  be  accomplished  by  repealing  existing  require¬ 
ments  that  all  obligations  chargeable  to  lapsed  appropriations  shall  be 
certified  by  the  General  Accounting  Office  in  advance  of  payment  by 
permitting  agencies  to  retain  obligated  balances  of  appropriations 
made  to  them;  and  by  granting,  under  regulations  to  be  prescribed 
by  the  Comptroller  General,  authority  to  the  agencies  to  pay  prior 
year  obligations  from  the  retained  balances  through  regular  disbursing 
channels. 

In  the  event  S.  3362  is  enacted,  it  is  estimated  that  from  40,000  to 
f  50,000  cases  a  year  which,  under  present  law,  are  required  to  be  proc¬ 
essed  by  the  General  Accounting  Office,  can  be  paid  directly  by  the 
agencies. 

As  a  result,  claims  adjudicators  and  supporting  personnel  of  the 
General  Accounting  Office  now  engaged  in  such  work  will  be  avail¬ 
able  for  assignment  to  more  productive  work.  Paperwork  and  time 
lags  will  be  substantially  reduced. 

In  addition,  the  General  Accounting  Office  will  be  able  to  discontinue 
the  maintenance  of  approximately  35,000  detailed  ledgers  of  accounts 
pertaining  to  lapsed  appropriations. 

The  bill  will  not  affect  the  responsibility  of  the  General  Accounting 
Office  to  adjudicate  claims  involving  doubtful  question  of  law  or  fact. 
Such  claims  will  continue  to  be  sent  to  the  General  Accounting  Office 
for  settlement. 

In  addition,  the  proposed  legislation  will  reduce  the  carryover  of 
unexpended  balances  in  appropriations.  At  present,  the  entire  bal¬ 
ance  of  each  annual  appropriation  is  carried  in  the  account  of  the 
agency  for  2  years  after  the  appropriation  is  no  longer  available  for 
obligation  purposes. 

,  Under  the  provisions  of  S.  3362,  the  obligated  balance  of  an  ap- 
|  propriation  will  be  transferred  to  an  appropriation  account  consisting 
of  the  obligated  balances  of  all  prior  year  appropriations  granted  for 
the  same  general  purpose. 

The  unobligated  balance  will  revert  to  the  general  fund  of  the 
Treasury.  These  transfers  will  be  based  on  reports  of  obligated  bal¬ 
ances  which  all  agencies  are  now  required  to  make  under  the  provisions 
of  section  1311  of  the  Supplemental  Appropriation  Act,  1955. 

It  is  recognized  that  it  is  not  always  possible  to  report  obligated 
balances  of  appropriations  with  precise  accuracy,  due  to  occurrences 
which  may  come  about  after  the  reporting  date.  Amounts  ultimately 
required  for  liquidation  of  obligations  may  fluctuate. 

However,  the  agencies  will  be  able  to  utilize  the  savings  resulting 
from  excess  obligations  to  offset  amounts  underobligated. 

This  feature,  together  with  the  authorization  in  section  3  of  the 
bill  to  use  currently  available  appropriations  when  necessary  to  meet 
obligations  against  prior  years’  appropriations,  should  afford  suf- 
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ficient  latitude  to  the  agencies  to  effect  payments  to  creditors  with¬ 
out  undue  delay. 

An  additional  benefit  will  be  afforded  by  the  bill.  At  present, 
liquidations  of  outstanding  obligations  against  lapsed  appropriations 
are  budgeted  and  recorded  as  expenditures  of  the  Treasury  Depart¬ 
ment  rather  than  of  the  agencies  which  received  the  goods  and  services. 

This  procedure  overstates  the  expenditures  of  the  Treasury  and  un¬ 
derstates  the  expenditures  of  the  agencies  which  incurred  the  obli¬ 
gations  by  several  hundred  millions  of  dollars  each  year.  Under 
S.  3362  such  expenditures  will  be  recorded  and  reported  as  expendi¬ 
tures  of  the  individual  agencies  who  received  the  goods  or  services. 

It  is  understood  that  the  Burea  of  the  Budget  has  suggested  amend¬ 
ments  to  S.  3362.  These  amendments  are  for  the  most  part  technical. 
They  have  been  discussed  with  us  and  we  concur  with  the  Bureau  in 
recommending  their  favorable  consideration. 

We  fully  endorse  the  provisions  of  S.  3362,  together  with  the  amend¬ 
ments  offered  by  the  Bureau  of  the  Budget  and  urge  favorable  consider¬ 
ation  of  the  legislation  by  the  Congress. 

Senator  Kennedy.  Are  there  any  questions  ? 

Senator  Cotton.  Mr.  Keller,  can  you  give  a  rough  estimate  of  the 
amount  of  savings  annually  that  this  bill  might  effectuate? 

Mr.  Keller.  I  can  give  you  an  estimate  of  annual  savings,  Senator 
Cotton,  insofar  as  the  General  Accounting  Office  is  concerned. 

We  estimate  that  we  will  have  a  reduction  in  personnel  after  we 
clear  up  certain  other  pressing  work,  which  I  hope  will  be  in  about 
18  months. 

We  estimate  we  will  need  106  personnel.  Seventy-eight  of  these 
people  would  carry  an  average  salary  of  some  $6,500  a  year,  which 
would  be  the  actual  claims  adjudicators.  Twenty-eight  will  be  serv¬ 
icing  personnel  with  an  average  salary  of  about  $3,300  a  year. 

I  have  not  totaled  those  up,  Senator  Cotton,  but  I  can  do  so. 

Roughly,  around  $600,000  per  year. 

I  say  we  cannot  have  an  immediate  savings  because  if  this  bill  is 
enacted,  we  want  to  use  our  excess  personnel  for  liquidating  a  backlog 
of  claims  the  Government  has  against  individuals,  of  which  there  are 
some  155,000  on  hand  right  now. 

Senator  Cotton.  Hoav  much,  roughly,  are  the  unobligated  carry¬ 
overs  that  this  bill  would  cause  to  terminate  ? 

Mr.  Keller.  I  am  sorry  that  I  do  not  have  any  figures  on  that. 
I  think  what  you  are  talking  about  is  the  total  amount  of  appropria¬ 
tions  that  we  would  no  longer  carry  in  the  appropriation  account. 

Senator  Cotton.  That  are  now  being  carried  ? 

Mr.  Keller.  And  revert  back  to  the  general  fund  of  the  Treasury. 

Just  a  minute,  sir.  Mr.  Brown,  do  you  know  how  much  went  into 
the  certified  claims  fund  last  year  ? 

Mr.  Brown.  No,  I  do  not. 

Mr.  Keller.  I  am  sorry,  we  do  not  have  that,  Senator  Cotton.  I 
will  be  glad  to  furnish  it  for  the  record. 

Senator  Cotton.  Can  you  supply  it  ? 

Mr.  Keller.  Yes,  sir. 

(The  information  requested  is  as  follows :) 
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1954  annual  appropriations  as  of  June  30, 1955 
Unexpended  balances  of  1954  appropriations _ $3,  561, 117,  000 

Unliquidated  obligations -  1, 133,  483,  000 

Less  amounts  receivable -  14,  872,  000 

Net  unliquidated  obligations _  1, 118,  611,  000 

Amount  that  could  have  been  withdrawn  under  the  provisions  of 
S.  3362,  exclusive  of  the  amount  of  obligations  which  were  paid 
during  the  period  July  1,  1954,  to  June  30,  1955 _  2,  442,  506,  000 


Senator  Cotton.  I  noted  with  interest  your  statement  when  you 
referred  to  the  fact  that  the  Treasury  is  now  being  charged  with  ex¬ 
penditures  that  actually  are  on  behalf  of  other  agencies.  Does  that 
run  into  a  very  substantial  amount  ? 

Mr.  Keller.  It  is  between  one  and  two  hundred  million  dollars  a 
year. 

Senator  Cotton.  What  agency  or  agencies  have  the  bulk  of  that  ? 

Mr.  Keller.  The  bulk  would  be,  I  suspect,  with  the  military  agen¬ 
cies.  At  least,  that  is  the  way  our  so-called  certified  claims  break 
down.  About  80  percent  of  those  claims  arise  in  the  military  depart¬ 
ments. 

Senator  Cotton.  So  that  one  effect  of  this  bill  as  it  affects  the  De¬ 
fense  Department  would  be  that  they  wTould  be  in  public  accounting 
charged  with  more  expenditures  than  they  are  now? 

Mr.  Keller.  What  happens,  Senator,  is  this.  When  appropriations 
reach  the  period  of  2  years  after  the  year  for  which  they  are  made, 
the  balances  are  carried  into  the  certified  claims  fund.  The  certified 
claims  fund  is  by  legislation,  under  the  jurisdiction  of  the  Treasury 
Department.  Therefore,  the  charges  against  it  are  charged  against 
the  Treasury  Department.  For  payment  purposes  they  are  shown  as 
Treasury  disbursements. 

Senator  Cotton.  Are  you  familiar  with  the  general  theory  behind 
the  suggested  changes  that  the  Defense  Department  is  going  to  offer 
to  this  subcommittee  ? 

Mr.  Keller.  Yes,  sir.  Of  course,  I  have  not  seen  any  language.  I 
would  like  to  comment  on  those  changes  for  a  minute. 

Mr.  Lanman  brought  some  of  the  points  out.  One  of  the  major  con¬ 
siderations  is  the  large  procurement  items.  Insofar  as  Defense  is  con¬ 
cerned,  they  are  financed  from  no-year  appropriations,  which  this  bill 
would  not  affect.  In  other  words,  no-year  appropriations  do  not  expire 
as  of  June  30  for  obligation  purposes. 

Secondly,  I  would  like  to  reiterate  a  point  that  I  made  in  my  state¬ 
ment.  For  example,  on  June  30,  or  within  3  months  after  that  time, 
we  contemplate  that  the  Department  of  Defense,  and  other  agencies 
will  determine  their  obligated  balances.  That  is,  what  contracts  they 
have  entered  into  up  to  June  30,  what  they  are  committed  for. 

That  amount  of  obligations  would  be  drawn  off  and  set  up  in  a  sep¬ 
arate  account  and  merged  with  all  prior-year  balances  of  that  type. 

The  Department  of  Defense,  as  I  understand  their  position,  is  not 
so  much  disturbed  about  what  happened  up  to  June  30,  because  they 
have  a  picture  of  that.  But  after  June  30,  they  may  make  an  amend¬ 
ment  to  a  contract  entered  into  prior  to  June  30  which  will  result  in 
more  money  than  originally  obligated. 
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Or  they  may  have,  as  they  pointed  out,  an  escalation  in  a  contract 
which  would  not  have  been  taken  into  consideration  at  the  time  they 
determined  their  obligated  balance  on  June  30. 

My  feeling  on  that  is— and  none  of  us  have  any  way  of  proving 
our  position  one  way  or  another  since  it  can  only  be  proved  by  actual 
experience — those  events  would  happen,  but  at  the  same  time  you 
would  have  events  occurring  on  the  other  side  of  the  ledger. 

In  other  words,  contracts  would  be  reduced  by  price  redetermina¬ 
tion.  Contracts  would  be  canceled  in  reprogramming.  We  feel  that 
in  the  long  run  the  two  stand  a  good  chance  of  balancing  each  other 
off,  but  if  they  do  not,  then  provision  is  made  in  the  bill  that  the  agency 
can  tap  their  current  appropriation  to  pay  any  of  those  bills  that  come 
up  for  which  they  have  not  obligated  sufficient  funds. 

If  by  so  doing  the  agencies  have  to  request  a  supplemental  appropri¬ 
ation,  Congress  would  have  to  consider  the  problem  at  that  time. 

I  cannot  say  they  would  never  have  to  request  a  supplemental  appro¬ 
priation,  yet  at  the  same  time  I  would  not  agree  that  it  would  be 
necessary  very  often. 

Senator  Cotton.  Thank  you. 

Senator  Kennedy.  I  would  like  to  discuss  that  particular  point  a 
little  more. 

Under  the  present  law  the  Department  of  Defense,  if  it  is  buying 
an  item,  or  items,  and  let  us  not  talk  about  ships  or  planes  which  are 
in  a  different  category - 

Mr.  Keller.  I  do  not  think  they  are  a  irood  example. 

Senator  Kennedy.  Let  us  talk  about  fans. 

Mr.  Keller.  All  right,  sir. 

Senator  Kennedy.  Under  the  present  law,  if  the  Department  orders 
fans  and  it  uses  all  of  the  money  for  fans,  with  the  exception,  say,  of 
$5  million,  that  $5  million  would  be  carried  as  unobligated  money  for 
2  years,  is  that  correct  ? 

Mr.  Keller.  Under  present  law  that  is  right,  on  the  basis  that  no 
contracts  have  been  placed  against  the  $5  million. 

Senator  Kennedy.  That  is  right.  What  use  can  the  Department 
make  of  that  unobligated  money  after  the  first  year  ?  The  Department 
cannot  use  it,  can  it  ? 

Mr.  Keller.  Only  to  the  extent  that  if  in  connection  with  their  con¬ 
tract  for  fans  in  the  previous  year  they  came  along  after  the  end  of 
the  year  and  changed  the  specifications  of  the  fans  which  made  them 
cost  more  money,  or  if  the  contract,  for  example,  provided  for  an 
escalation  for  labor  increase. 

In  other  words,  that  would  be  an  occurrence  after  the  original  deter¬ 
mination  of  the  obligated  balance  had  been  made. 

Senator  Kennedy.  They  cannot  use  the  unobligated  balance  for 
anything  but  the  liquidation  of  the  goods  for  which  they  were  obli¬ 
gated  for  the  first  vear,  is  that  correct  ? 

Mr.  Keller.  Liquidation  of  the  contract  in  all  respects,  as  I  pointed 
out,  that  mav  be  a  change  in  specification  or  an  escalation. 

Senator  Kennedy.  Under  this  new  bill  the  unobligated  money 
which  would  be  available  for  these  purposes  only,  which  you  have  just 
described,  would  be  taken  away  from  the  control  of  the  Department 
of  Defense  completely,  and  then  if  there  were  changes  in,  say,  an  esca¬ 
lation  clause,  they  would  have  to  ask  for  a  supplemental  appropria¬ 
tion  ;  is  that  correct  ? 
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Mr.  Keeler.  No,  not  entirely,  Mr.  Chairman.  Only  the  unobli¬ 
gated  balance  would  be  taken  away  from  the  control  of  the  Department 
of  Defense.  The  Department  of  Defense,  or  any  other  agency,  would 
be  limited  as  to  the  total  amount  that  they  could  spend  for  obliga¬ 
tions  incurred  in  the  prior  year. 

But  you  cannot  look  at  this  matter  as  one  individual  contract. 
As  I  pointed  out  in  the  case  of  the  fans,  suppose  we  had  an  increased 
cost  after  June  30  of  $100,000  over  and  above  what  we  thought  the 
obligation  might  be  on  June  30.  At  the  same  time  we  are  looking 
at  all  contracts,  and  we  know  that  due  to  changes  in  another  contract 
less  money  would  be  required.  This  may  be  due  to  reprograming, 
etc.,  bringing  about  cancellation  of  a  contract.  When  that  happens 
the  excess  obligation  recorded  for  the  second  contract  could  be  used  to 
balance  off  the  under  obligation  on  the  first. 

We  think  that  is  the  way  it  will  work. 

Senator  Kennedy.  I  understand  they  can  balance  off  these  accounts, 
depending  upon  how  they  go  up  or  down.  We  are  talking  now  about 
this  unobligated  $5  million.  At  the  present  it  will  be  carried  on  for 
2  years  and  will  be  available  for  unexpected  contingencies  on  goods 
which  have  already  been  ordered. 

Under  this  bill  that  money  would  not  be  available  unless  the  De¬ 
fense  Department  asked  for  a  supplemental  appropriation  ? 

Mr.  Keller.  It  would  not  be  available,  that  is  correct. 

Senator  Kennedy.  That  is  the  part  of  the  bill  about  which  the  De¬ 
partment  of  Defense  has  some  reservations,  as  I  understand  it. 

Mr.  Keller.  As  I  understand  their  testimony,  Defense  is  asking 
for  a  provision  to  adjust  or  to  go  back  and  pick  up  some  of  that 
money.  I  am  not  clear  exactly. 

Senator  Kennedy.  The  other  part  of  the  bill  which  deals  with 
these  claims,  the  payment  of  claims,  I  believe  they  favor,  and  you 
are  wholeheartedly  in  favor  of  it,  are  you  not  ? 

Mr.  Keller.  We  have  no  reservations  whatsoever  about  it.  I  base 
that  opinion  on  our  own  experience. 

I  would  like  to  give  you  an  example  on  that.  You  may  run  into 
June  30  of  a  year  when  an  appropriation  can  no  longer  be  charged 
by  the  Department  of  Defense. 

If  the  contractor  had  a  bill  in,  regardless  of  the  amount,  and  there 
is  no  question  that  it  is  due  and  payable,  the  Department  could  pay 
the  bill  on  June  30.  But  on  July  1,  that  same  transaction  would 
would  have  to  be  sent  to  GAO  for  settlement. 

That  is  on  the  basis  of  the  law  enacted  in  1049  which  provides  that 
the  certified  claims  fund  can  only  be  charged  against  on  a  certificate 
of  the  GAO. 

Senator  Kennedy.  Under  the  present  law  they  have  the  2-year 
carryover  ? 

Mr.  Keller.  Yes. 

Senator  Kennedy.  Under  this  bill  you  would  not  have  that  2-year 
carryover.  Would  that  increase  the  number  of  claims  ? 

Mr.  Keller.  I  do  not  see  how  it  would.  I  do  not  see  how  it  would 
change  it  a  bit. 

Senator  Kennedy.  It  would  not  ? 

Mr.  Keller.  No,  it  would  certainly  decrease  the  number  of  claims 
that  the  GAO  handles. 
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Senator  Kennedy.  We  want  to  be  clear  because  of  some  of  the  ques¬ 
tions  that  Senator  Symington  was  asking.  I  do  not  know  whether  it 
was  the  impression  that  this  would  alter  the  power  of  the  Department 
of  Defense  to  carry  over  the  purchase  of  hardware  for  the  Defense 
Department.  We  are  talking  about  the  right  to  carryover,  and  I  think 
he  was  concerned  that  it  might  affect  the  purchase  of  goods  which  take 
more  than  a  year  to  produce.  Those  are  all  handled  by  other  funds. 
It  seems  to  me  this  would  only  affect  something  else. 

Mr.  Keller.  I  would  like  to  clarify  that  point,  if  I  may.  Let’s  go 
back  to  our  example  of  the  fans  again. 

If  for  any  reason  there  fans  took  2  years  to  produce,  under  a  con¬ 
tract  made  prior  to  June  30,  there  would  be  a  firm  obligation  for  pay¬ 
ment  of  those  fans.  The  money  would  be  available  for  5  years,  if 
necessary.  There  would  not  be  any  problem  on  that. 

Senator  Cotton.  So  long  as  they  did  not  cost  more  than  they  had 
contemplated,  they  could  change  the  make  of  the  fan,  and  design  of 
the  fans,  or  postpone  the  contract  for  2  or  3  years  and  still  hold  the 
money  ? 

Mr.  Keller.  Yes,  sir. 

Senator  Kennedy.  I  think  your  testimony  and  the  testimony  of 
the  representatives  of  the  Department  of  Defense  and  the  Department 
of  the  Treasury  is  very  helpful.  We  are  very  grateful  to  you. 

Are  you  going  to  have  a  representative  here  to  testify  on  Senator 
Payne’s  bill  tomorrow  ? 

Mr.  Keller.  Yes,  sir,  Mr.  Brasfield,  whom  I  introduced  earlier,  will 
be  the  principal  witness  on  that  bill. 

Senator  Kennedy.  The  suggested  amendment  would  be  that  a  sec¬ 
tion  be  written  permitting  exemptions  from  this  provision,  in  cases 
where  the  Department  of  Defense  requested  it,  and  could  justify  it 
before  the  Congress.  That  might  take  care  of  those  special  cases  which 
they  feel  would  not  be  satisfactorily  dealt  with  under  the  new  bill. 

Mr.  Keller.  I  would  like  to  point  out  under  that  there  is  one  pro¬ 
vision,  a  Budget  Bureau  amendment,  which  may  help  the  matter. 
It  won! d  be  a  new  section  9.  That  section  reads : 

The  inclusion  in  appropriation  acts  of  provisions  excepting  any  appropriation 
or  appropriations  from  the  operation  of  the  provisions  of  this  act,  and  fixing 
the  period  for  which  such  appropriation  or  appropriations  shall  remain  available 
for  expenditure,  is  hereby  authorized. 

As  you  are  well  aware,  that  would  place  Defense  or  any  other 
agency  in  the  position  of  proving  their  need  to  the  Appropriations 
Committee. 

Senator  Kennedy.  Is  this  satisfactory  to  you  ? 

Mr.  Keller.  Yes,  sir. 

Senator  Kennedy.  As  I  understand  it,  this  language  is  satisfactory 
to  the  Bureau  of  the  Budget  ? 

Mr.  Finan.  We  recommended  that. 

Senator  Kennedy.  Is  this  satisfactory  with  the  Defense  Depart¬ 
ment? 

Mr.  Lanman.  We  have  not  had  an  opportunity  to  thoroughly  dis¬ 
cuss  it,  sir.  We  will  have  a  talk  with  the  military  departments  and 
representatives. 

Senator  Kennedy.  Perhaps  tomorrow  morning  you  could  give  us 
an  opinion  whether  you  would  withdraw  your  major  objections  to  it, 
if  this  language  were  in  the  bill. 
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Mr.  Keller.  I  would  like  to  point  out  one  other  matter.  We  would 
like  to  see  two  separate  accounts  maintained  instead  of  carrying  for¬ 
ward  the  obligated  balances  of  prior  years  into  the  new  money  account. 

I  cannot  say  that  we  would  not  be  ready  for  one  account  at  some 
time  in  the  future,  but  being  practical  about  it — and  this  is  not  aimed 
at  any  agency  in  particular — one  account  would  place  the  agencies  in 
the  position  of  bringing  over  obligated  balances  into  new  money  for 
the  current  year,  and  then  it  is  possible  that  they  could  deobligate  and 
have  that  money  available  for  programing  and  procurement  within 
the  current  j^ear.  This,  in  effect,  would  supplement  the  appropriation 
already  made  by  Congress. 

If  I  may  make  it  clear,  I  am  not  saying  anybody  is  going  to  do 
that.  I  think  it  would  provide  a  means  whereby  it  could  be  done. 

Senator  Kennedy.  That  is  a  good  point. 

We  will  consider  that  carefully. 

I  wish  to  place  in  the  record  the  following  letter  from  Senator 
H.  Alexander  Smith  of  New  Jersey. 

March  17, 1956. 

Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization  of  Committee  on  Govern¬ 
ment  Operations, 

United  States  Senate,  Washington,  D.  C. 


Dear  John  :  I  understand  that  your  subcommittee  is  planning  to  hold  hearings 
on  S.  3362  this  coming  Tuesday,  March  20,  1956.  That  bill,  as  you  know,  covers 
the  same  aspect  of  the  Hoover  Commission  Report  on  Budgeting  and  Accounting 
as  my  own  bill,  S.  2678,  introduced  last  year. 

I  have  studied  the  two  bills  and,  as  a  result,  I  find  your  bill  completely  satis¬ 
factory  and  an  appropriate  substitute  for  my  own.  I  am  happy  to  see  that  some 
of  these  Hoover  bills  are  reaching  the  stage  where  you  are  able  to  take 
some  action  on  them. 

Always  cordially  yours, 


H.  Alexander  Smith. 


The  subcommittee  will  adjourn  until  tomorrow  morning  at  10 
o’clock,  when  we  will  consider  S.  3199. 

I  want  to  thank  you  all  again  for  coming  here  today  to  testify  be¬ 
fore  the  Subcommittee  on  Reorganization. 

(Whereupon,  at  11 : 45  a.  m.,  the  subcommittee  adjourned  to  recon¬ 
vene  at  10  a.  m.,  Wednesday,  March  21, 1956.) 
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WEDNESDAY,  MARCH  21,  1950 

United  States  Senate 
Subcommittee  on  Reorganization  of  the 

Committee  on  Government  Operations, 

Washington ,  D.  C. 

The  subcommittee  met,  pursuant  to  call,  at  10  a.  m.,  in  room  357, 
Senate  Office  Building,  Washington,  D.  C.,  Senator  John  F.  Kennedy 
presiding. 

Present:  Senators  John  F.  Kennedy,  Democrat,  Massachusetts; 
Stuart  Symington,  Democrat,  Missouri ;  and  Margaret  Chase  Smith, 
Republican,  Maine. 

Present  also:  Senator  Frederick  G.  Payne,  Republican,  Maine; 
Miles  Scull,  Jr.,  professional  staff  member;  Glenn  K.  Shriver,  pro¬ 
fessional  staff  member;  and  Kathryn  M.  Keeney,  clerical  assistant. 

Senator  Kennedy.  The  subcommittee  will  come  to  order. 

We  will  resume  hearings  today  upon  recommendations  made  by  the 
Hoover  Commission  relating  to  the  Federal  Government’s  budgeting 
and  accounting  programs. 

Testimony  will  be  devoted  this  morning  to  S.  3199,  introduced  by 
Senator  Payne,  of  Maine,  and  also  sponsored  by  the  ranking  Repub¬ 
lican  member  of  the  subcommittee,  Senator  Smith  of  Maine,  which 
would  implement  the  Hoover  Commission’s  recommendations  in  these 
areas.  S.  3199  incorporates  the  provisions  of  S.  2-180  and  S.  2369  which 
also  are  pending  before  the  subcommittee. 

This  bill  would  require  the  agencies  of  the  executive  branch  of  the 
Government  to  establish  cost-based  budgets ; 

Authorize  the  Director  of  the  Bureau  of  the  Budget  to  assign  budget 
analysts  to  the  principal  departments  to  maintain  a  continuous  review 
of  budget  preparation  and  administration ; 

Require  each  executive  agency  to  maintain  its  accounts  on  an  accrual 
basis  to  show  more  clen rly  resources,  liabilities,  and  operating  costs : 

Establish  a  Staff  Office  of  Accounting  in  the  Bureau  of  the  Budget, 
headed  by  an  Assistant  Director  of  Accounting,  to  develop  an  overall 
accounting  program  in  accordance  with  standards  prescribed  bv  the 
Comptroller  General ; 

Create  an  Office  of  Comptroller  in  each  executive  agency  to  super¬ 
vise  agency  accounting  and  auditing  systems  as  prescribed  by  the 
Assistant  Director  of  Accounting  proposed  above;  and  require  each 
agency,  in  accordance  with  standards  prescribed  by  the  Comptroller 
General,  to  maintain  a  single  account  under  each  appropriation  title 
or  fund. 

We  have  as  our  first  witness,  Senator  Frederick  G.  Payne,  of  Maine, 
the  author  of  the  bill. 
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As  former  Governor  of  Maine,  and  previously  as  commissioner  of 
finance  and  director  of  the  budget  for  that  State,  Senator  Payne  brings 
to  the  subcommittee  years  of  experience  in  governmental  budgeting 
and  accounting,  and  the  problems  involved  therein. 

Senator  Payne,  it  is,  indeed,  a  pleasure  to  have  you  with  us. 

STATEMENT  OF  HON.  FREDERICK  G.  PAYNE,  UNITED  STATES 
SENATOR  FROM  THE  STATE  OF  MAINE 

Senator  Payne.  Thank  you  very  much,  Mr.  Chairman,  and  my  dis¬ 
tinguished  colleague,  the  senior  Senator  from  Maine.  It  is  a  pleasure 
for  me  to  appear  here  today  in  support  of  S.  3199. 

Let  me  say  at  this  point,  Mr.  Chairman,  that  sometimes  people  be¬ 
come  confused  over  amounts.  The  size  in  itself  has  no  bearing  on  the 
problem  since  it  makes  no  difference  whether  an  amount  is  60  billion 
or  whether  it  is  1  billion,  if  a  basic  accounting  philosophy  which  sets 
up  adequate  controls  and  fiscal  reporting  is  established.  So,  dollar 
volume  as  such  sometimes  confuses  people  because  they  think  when  you 
talk  in  great  sums,  that  you  are  exaggerating  the  problem,  whereas, 
actually,  you  are  not  if  the  basic  concept  is  on  a  sound  basis. 

That  the  present  fiscal  system  has  serious  shortcomings  is  rather 
unanimously  agreed  by  all  authorities  in  the  field.  As  to  agreement  on 
particular  shortcomings  there  is  not  so  much  unanimity,  and  with  re¬ 
gard  to  possible  corrective  measures  there  is  reasonable  agreement  on 
certain  approaches  and  some  disagreement  on  others. 

The  decade  since  the  end  of  World  War  II  has  seen  a  growing  de¬ 
mand  for  modernization  of  the  budget  process,  and  some  progress  has 
been  made  such  as  the  Government  Corporation  Control  Act  of  1945, 
which  placed  the  operations  and  accounting  of  government  corpora¬ 
tions  on  a  business-type  system;  the  1949  amendment  to  title  IV 
of  the  National  Security  Act  of  1947,  which  provided  for  performance 
budgeting  in  the  Department  of  Defense ;  and  the  Budget  and  Account¬ 
ing  Procedures  Act  of  1950,  which  carried  out  some  of  the  recommenda¬ 
tions  of  the  first  Hoover  Commission,  and  took  some  major  steps  to¬ 
ward  revitalizing  the  budget  process. 

Despite  the  fact  that,  the  record  shows  considerable  progress,  we 
still  have  a  long  way  to  go.  There  have  been  many  proposals  made 
which  would  purport  to  improve  our  fiscal  system,  with  each  receiving 
varying  degrees  of  support  from  fiscal  experts,  both  in  and  out  of  the 
Government. 

Naturally  some  have  more  merit  than  others.  On  several  of  the 
major  proposals  there  is  substantial  agreement  on  the  general  plan, 
but  serious  disagreement  on  the  manner  of  implementation.  A  great 
many  of  these  proposals,  most  of  which  appear  to  have  merit  in  the 
long  run,  are  in  the  field  of  procedural  changes. 

I  am  thinking  of  proposals  in  the  nature  of  the  omnibus  appropria¬ 
tion  bill  coupled  with  the  item  veto,  and  changes  in  the  organizational 
structure  of  Congress  to  provide  for  more  coordinated  consideration 
of  appropriation  and  revenue  measures. 

In  addition  to  the  ones  I  have  mentioned  there  are  many  other  recom¬ 
mendations  worthy  of  the  most  careful  consideration  as  long-run  meth¬ 
ods  of  improving  the  fiscal  performance  of  our  government  as  a  whole. 
Let  me  state  at  this  point,  that  I  do  not  believe  that  there  is  any  panacea 
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for  all  of  our  problems  in  the  area  of  fiscal  performance  and  respon¬ 
sibility. 

But  I  do  believe  that  there  is  a  logical  starting  point,  and  only  by 
starting  at  the  proper  place  can  we  hope  to  achieve  the  goals  toward 
which  all  of  us  believe  we  should  work. 

The  starting  point,  it  seems  to  me  is  the  development  of  sound,  ac¬ 
curate,  meaningful,  useful  fiscal  data — in  short,  an  adequate  and  effi¬ 
cient  budget  and  accounting  system. 

Until  we  put  the  fiscal  operations  of  the  Government  on  such  a  sys¬ 
tem  all  of  the  desirable  procedural  changes  in  the  world  will  have  only 
minimum  elfectiveness. 

As  an  accountant  with  experience  in  financial  management  in  pri¬ 
vate  business  and  Government,  both  State  and  Federal,  this  problem 
has  given  me  a  great  deal  of  concern  since  I  have  been  a  member  of 
the  Senate. 

To  be  very  frank,  I  have  been  disappointed  at  the  kind  of  budget  in¬ 
formation  on  which  Congress  must  base  its  most  important  policy  de¬ 
cisions  including  the  overall  size  of  Federal  activities  for  the  ensuing 
year. 

After  devoting  considerable  study  to  the  matter  I  became  convinced 
that  the  budget  and  accounting  recommendations  of  the  second  Hoover 
Commission  in  its  June  1955  Report  to  the  Congress,  entitled  “Budget 
and  Accounting”  make  up  the  best  comprehensive  approach  to  the 
problem. 

The  Commission  itself  drafted  and  had  introduced  bills  that  would 
implement  some  of  the  recommendations,  but,  in  general,  each  bill  ap¬ 
plied  to  only  one  particular  recommendation.  It  seemed  to  me  desira¬ 
ble  to  have  one  omnibus  bill  that  would  include  all  of  the  basic  recom¬ 
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Therefore,  I 


ipeared  feasible  to  adopt  at  this  time, 
need  S.  3199. 

le  senior  Senator  from  Maine,  is  here,  and  I  think 
she  will  recall  that  during  the  period  when  I  was  in  State  government 
she  sent  to  me  at  one  time,  at  my  request,  a  considerable  volume  of 
material ;  in  fact,  it  came  in  the  nature  of  full  mail  bags,  relative  to 
fiscal  procedures  then  pertaining  to  the  operation  of  the  Federal  Gov¬ 
ernment.  It  has  become  more  confused  now  than  it  was  at  that  time. 

Before  going  any  further  let  me  stress  the  fact  that  the  real  key  to 
adequate,  efficient  budgeting  and  accounting  is  capable,  competent, 
qualified  personnel.  The  right  type  of  personnel,  skdled  in  their  work 
and  with  a  desire  to  do  the  best  job  possible,  could  make  almost  any 
system  work.  On  the  other  hand  Congress  cannot  by  legislation  create 
this  kind  of  personnel,  but  Congress  can  by  legislation  provide  the 
framework  and  the  tools  to  make  the  job  easier,  and  by  clearly  indicat¬ 
ing  its  desires  can  provide  the  incentive  to  help  qualified  personnel 
meet  the  fiscal  requirements  of  the  Government. 

S.  3199  is  intended  to  adopt  the  majority  of  the  Hoover  Commission 
recommendations.  A  few  were  omitted  for  various  reasons.  Briefly 
I  will  try  to  indicate  the  general  considerations  which  led  me  to  this 
conclusion.  The  most  obvious  recommendation  which  is  not  in  the  bill 
is  the  one  which  would  put  the  executive  budget  and  congressional  ap¬ 
propriations  in  terms  of  annual  accrued  expenditures. 

This  would  require  changing  the  present  manner  of  handling  long 
lead-time  programs,  such  as  major  procurement  and  construction  con¬ 
tracts,  primarily  in  the  Department  of  Defense. 
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1  believe  this  is  a  very  essential  step  and  one  that  definitely  should 
be  taken,  but  it  appears  to  me  that  the  success  of  the  proposal  will  de¬ 
pend  on  a  basic  foundation  of  adequate  accounting  and  an  ability  to 
program  effectively. 

In  other  words,  it  would  require  a  solid  foundation.  The  bill  is 
intended  to  develop  such  a  foundation  and,  if  it  is  enacted,  it  is  my 
intention  to  draft  a  bill  to  carry  out  the  accrued  expenditure  proposal 
after  the  accounting  provisions  of  S.  3199  have  had  time  to  become 
effective. 

Now,  if  I  may  at  this  point,  Mr.  Chairman  and  members  of  the  sub¬ 
committee,  let  me  say  that  this  particular  recommendation  of  the 
Hoover  Commission  to  me  has  a  great  deal  of  meat  in  it  and,  as  far 
as  I  am  personally  concerned,  I  would  hope  that  the  subcommittee 
would  give  a  lot  of  consideration  to  the  possibility  of  adopting  the 
provision  at  this  particular  time. 

The  reason  I  mention  the  fact  that  you  have  to  establish  a  solid 
foundation  is  because  it  is  awfully  hard  in  government,  and  I  do  not 
care  whether  it  is  local,  State,  or  Federal,  to  get  something  to  be  willing 
to  change  something  that  they  have  been  doing  in  a  particular  way 
for  a  long  period  of  time. 

But  this  particular  proposal,  to  me  at  least,  is  the  answer  to  ending 
a  great  deal  of  the  confusion  that  exists  at  the  present  time  in  the 
handling  of  appropriations  and  in  the  tremendous  difficulties  that  are 
being  encountered  by  both  the  General  Accounting  Office,  and  the 
Budget  Bureau  and,  in  fact,  if  the  departments  will  admit  it,  the 
departments  themselves - 

Senator  Kennedy.  Senator,  on  page  4  of  the  bill,  section  2  (c),  it 
talks  about  the  accounts  of  such  agencies  being  maintained  on  an 
accrued  basis. 

You  stated  here  that  such  recommendations  are  not  in  the  bill - 

Senator  Payne.  I  am  speaking  now  of  the  provision  that  is  not  in 
the  bill,  which  would  eliminate  this  long  lead-time  basis  of  appropri¬ 
ations. 

In  other  words,  what  I  am  speaking  of  is  the  recommendation  made 
by  the  Hoover  Commission,  which  I  believe,  if  I  can  find  it  here - 

Senator  Kennedy.  Recommendation  No.  7. 

Senator  Payne.  No.  7  is  one  of  the  most  important — wait  a  minute. 
I  have  one  book  and  you  have  the  other. 

Senator  Kennedy.  No.  7 — you  have  the  task  force  book  ? 

Senator  Payne.  On  page  24,  for  instance,  of  the  green  book  [indi¬ 
cating],  is  the  recommendation  I  am  referring  to  for  the  annual  ex¬ 
penditure  budget.  Those  that  say  it  cannot  be  used  should  take  a 
second  look  at  it  because  the  Corps  of  Army  Engineers  are  operating 
under  it  at  the  present  time. 

In  other  words,  the  Congress  gives  to  the  Corps  of  Engineers,  in 
effect,  what  is  a  contract  authorization  to  do  a  certain  job  which  will 
extend  over  a  period  of,  let’s  say,  3  years  or  4  years,  but  the  annual 
amount  of  the  project  that  the  Corps  of  Army  Engineers  figure  they 
year,  is  the  amount  that  determines  how  much  appropriation  is  given 
by  the  Congress  for  that  1  year  of  activity. 

We  do  not  appreciate  a  lump-sum  amount  that  covers  the  entire 
amount  of  the  project  that  the  Corps  of  Army  Engineers  figure  they 
are  going  to  require  over  a  4-year  period;  yet  we  are  doing  that  in  the 
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construction  of  ships,  in  our  airplane  procurement,  and  in  other  activi¬ 
ties,  and  it  is  the  one  thing  that  lias  confused  this  entire  budget 
procedure. 

Senator  Smith.  Nevertheless,  Senator,  you  think  we  should  have  the 
same  procedure  all  through  the  Government  * 

Senator  Payne.  All  through  the  Government — yes,  I  do.  It  is  one 
of  the  very  clear  reasons  why  there  is  such  difficulty  in  trying  to  tie 
down  what  the  unobligated  balances  are.  For  instance,  in  the  De¬ 
partment  of  Defense,  I  can  recall,  in  1935,  I  think,  there  was  a  dis¬ 
crepancy  of  somewhere,  if  I  remember,  over  $5  billion.  One  figure 
was  given  one  day  and  another  figure  was  given  another  day. 

Last  year,  in  the  aid  program,  I  think  there  was  something  in  the 
vicinity  of  $800  million. 

Senator  Kennedy.  Please  continue  with  your  statement. 

Senator  Payne.  In  its  report  to  the  subcommittee  on  S.  3199  the 
General  Accounting  Office  approves  the  sections  relating  to  cost  based 
budgets  and  accrued  accounting,  but  indicates  that  it  favors  the  adop¬ 
tion  also  of  the  accrued  expenditure  recommendation  discussed  above. 

For  the  reasons  already  indicated,  I  believe  that  the  GAO  is  right 
in  the  long  run,  but  that  it  would  be  impractical  possibly  to  try  to 
make  such  changes  without  having  laid  the  necessary  groundwork. 

Notwithstanding  this  feeling  on  my  part,  but  because  I  fully  agree 
with  the  General  Accounting  Office,  and  I  might  say  also  that  I  think 
the  Budget  Bureau  also  feels  this  way  about  it,  and  others  who  are 
greatly  concerned  over  the  deficiencies  of  our  present  system,  I  stand 
ready  to  support  the  inclusion  in  S.  3199  of  a  provision  requiring 
that  the  executive  budget  and  congressional  appropriations  be  stated 
in  terms  of  annual  accrued  expenditures,  if  the  subcommittee  after 
careful  consideration  believes  such  a  step  is  desirable. 

If  it  is  determined  that  such  an  amendment  should  be  made,  it  must 
be  remembered  that  provision  will  also  have  to  be  made  providing  for 
general  authority  to  contract  for  programs  that  require  several  years 
to  complete. 

One  or  two  other  recommendations  were  omitted  because  they  re¬ 
quired  the  development  of  adequate  systems  before  they  would  have 
any  effect.  Hoover  Commission  Recommendation  No.  8  relating  to 
enactment  by  Congress  of  appropriations  for  special  programs  not  sub¬ 
ject  to  budgetary  control  was  omitted  because  it  is  a  matter  for  which 
the  Congress  itself  must  develop  policy. 

Recommendation  No.  18,  which  v/ould  relieve  the  General  Account¬ 
ing  Office  of  the  need  to  approve  claims  on  lapsed  appropriations,  was 
omitted  because  I  was  advised  that  legislation  was  being  prepared  in 
cooperation  with  the  GAO  to  implement  this  recommendation,  and  it 
is  my  understanding  that  this  legislation  has  now  been  introduced. 

Hoover  Commission  Recommendation  No.  19  which  would  allow  the 
Comptroller  General  to  relieve  accountable  officers  to  financial  lia¬ 
bility  except  where  losses  result  from  gross  negligence  or  fraud  was 
omitted  because  it  appeared  that  probably  this  went  a  little  too  far, 
and  that  present  provisions  of  law  were  adequate  for  the  purposes  in¬ 
tended  to  be  accomplished. 

Public  Law  3G5  of  the  84th  Congress,  gives  the  Comptroller  Gen¬ 
eral  authority  to  relieve  disbursing  officers  in  cases  where  the  making 
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of  any  illegal,  improper,  or  incorrect  payment  was  not  the  result 
of  bad  faith  or  lack  of  clue  care. 

In  a  statement  dated  October  26,  1955,  the  Comptroller  General 
set  forth  some  views  on  the  Hoover  Commission  Budget  and  Ac¬ 
counting  Beport.  In  his  comments  on  recommendation  19  he  says  in 
part  as  follows : 

It  is  our  view  that  accountable  officers  should  he  held  responsible  for  payments 
in  violation  of  specific  provisions  of  law,  in  contravention  of  regulations  of  the 
administrative  agency,  or  contrary  to  decisions  of  the  Comptroller  General  is¬ 
sued  for  the  guidance  of  accountable  officer,  except  in  situations  where  such 
payments  are  “*  *  *  not  the  result  of  bad  faith  or  lack  of  due  care  *  *  the 
standard  laid  down  in  Public  Law  3G5. 

This  is  a  standard  we  believe  more  conducive  to  sound  public  administration 
than  one  requiring  demonstrated  evidence  that  “gross  negligence  or  fraud”  was 
involved. 

Instead  of  discussing  all  of  the  provisions  of  S.  3199,  Mr.  Chairman, 
I  would  like  to  submit  for  inclusion  in  the  record  at  this  point  in  my 
statement  a  sectional  analysis  which  I  prepared  at  the  time  the  bill  was 
introduced. 

Senator  Kennedy.  Without  objection,  it  will  be  entered. 

(The  document  referred  to  above  is  as  follows :) 

Sectional  Analysis  of  Payne  Bill  to  Improve  Governmental  Budgeting  and 

Accounting  Methods 

Section  1  (a)  :  This  section  is  designed  to  directly  implement  recommendation 
No.  22  of  the  Hoover  Commission  Budget  and  Accounting  report.  The  Commission 
did  not  specify  the  period  comprehensive  financial  reports  should  cover,  but 
it  seemed  reasonable  that  they  should  be  on  a  fiscal  year  basis.  However,  it  also 
seemed  desirable  to  give  the  Director  of  the  Bureau  of  the  Budget  some  discretion 
since  experience  might  well  prove  that  such  reports  would  be  of  more  value  if 
based  on  shorter  periods.  However  Commission  recommendation  No.  22  is  as 
follows : 

Recommendation  No.  22 

“The  the  Congress  consider  amending  the  Budget  and  Accounting  Procedures 
Act  of  1950  to  make  the  Bureau  of  the  Budget  responsible  for  developing  com¬ 
prehensive  reports  (other  than  purely  fiscal  reports)  showing  the  financial  re¬ 
sults  of  the  activities  of  the  Government  as  a  whole  and  of  its  major  component 
activities.” 

Section  1  (b)  :  This  section  is  intended  to  carry  out  Hoover  Commission 
recommendations  Nos.  2,  3,  4,  and  6.  Basically,  it  would  require  the  use  of  cost 
based  budgets  by  all  the  agencies,  for  all  management  purposes.  With  regard 
to  the  requirement  of  quarterly  reports  to  agency  heads  by  subordinate  units, 
the  Hoover  Commission  made  no  direct  recommendation.  However,  in  line 
with  the  objective  of  improving  the  fiscal  management  function  such  reports 
seem  desirable,  and  also  they  will  form  the  basis  of  the  annual  report  the  agency 
head  is  required  to  submit  to  the  Bureau.  Hoover  recommendations  Nos.  2,  3,  4, 
and  6  are  as  follows : 

Recommendation  No.  2 

“That  the  executive  agencies  report  annually  to  the  Bureau  of  the  Budget  on 
the  conduct  of  their  operations.  On  the  basis  of  the  agencies  reports  and  other 
available  information,  the  Bureau  should  prepare  for  the  President  an  annual 
report  on  performance  for  the  executive  branch  as  a  whole.” 

Recommendation  No.  8. 

“That  for  management  purposes,  cost  based  operating  budgets  be  used  to  de¬ 
termine  fund  allocations  within  the  agencies,  such  budgets  to  be  supplemented 
by  periodic  reports  on  performance.” 

Recommendation  No.  4. 

“That  the  executive  budget  continue  to  be  based  upon  functions,  activities, 
and  projects  adequately  supported  by  information  on  program  costs  and  ac- 
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complishments,  and  by  a  review  of  performance  by  organizational  units  where 
these  do  not  coincide  with  performance  budget  classifications.” 

Recommendation  No.  6 

“That  executive  agency  budgets  be  formulated  and  administered  on  a  cost 
basis.” 

Section  1  (c)  :  This  section  would  put  into  effect  recommendation  No.  1. 
This,  in  particular,  is  one  of  the  provisions  that  could  be  handled  administra¬ 
tively.  It  would  place  employees  of  the  Bureau  in  the  executive  agencies  to 
help  carry  out  the  Bureau’s  managerial  functions  by  maintaining  a  continuous 
review  of  budget  preparation  and  administration.  It  is  believed  that  this  meas¬ 
ure  would  be  a  major  factor  in  achieving  sound  budget  and  accounting  methods 
and  would  aid  in  developing  some  degree  of  uniformity  in  this  field.  The  provi¬ 
sion  limiting  the  Bureau  to  not  more  than  two  persons  for  each  principal  sub¬ 
division  of  an  agency  was  designed  to  place  some  initial  limit  on  the  number  of 
personnel  so  employed.  It  may  be  found  later  that  a  different  limiting  number 
would  be  better.  It  is  hoped  that  this  problem  will  be  carefully  explored  by  the 
committee  in  studying  this  bill.  Hoover  recommendation  No.  1  is  as  follows : 

Recommendation  No.  1 

“(a)  That  the  Bureau  of  the  Budget  expand  and  make  more  effective  the  dis¬ 
charge  of  its  managerial  and  budgeting  functions; 

“(b)  That  in  order  to  do  this,  among  other  things,  it  should  place  in  important 
agencies  one  or  more  well-qualified  employees  whose  duties  should  include  con¬ 
tinuous  year-round  review,  at  the  site  of  the  agency,  of  agency  budget  preparation 
and  administration  and  other  facets  of  the  Bureau’s  managerial  responsibilities ; 
and 

“(c)  If  necessary,  the  Congress  should  increase  the  resources  of  the  Bureau  of 
the  Budget  for  that  purpose.” 

Section  2  (a)  :  This  provision  simply  states  legislatively  recommendation  No. 
5  of  the  Hoover  Commission,  which  is  as  follows : 

Recommendation  No.  5 

“That  the  agencies  take  further  steps  to  synchronize  their  organization  struc¬ 
tures,  budget  classifications,  and  accounting  systems.” 

Section  2  (b)  :  This  section  is  designed  to  carry  out  recommendations  Nos.  14 
and  16.  This  provision  is  a  natural  corollary  of  cost  based  budgeting.  In  practice 
it  will  mean  that  it  will  be  possible  for  management  to  determine  at  any  given 
time  its  fiscal  status.  Monetary  property  accounting  is  essential  to  determine 
with  any  degree  of  accuracy  the  fiscal  status  of  an  agency,  either  for  manage¬ 
ment  purposes  or  for  the  Congress.  Hoover  recommendations  Nos.  14  and  16  are 
as  follows : 

Recommendation  No.  14- 

“That  the  Government  accounts  be  kept  on  the  accrual  basis  to  show  cur¬ 
rently,  completely,  and  clearly,  all  resources  and  liabilities,  and  the  costs  of 
operations.  Furthermore,  agency  budgeting  and  financial  reporting  should  be 
developed  from  such  accrual  accounting.” 

Recommendation  No.  16. 

“That  the  executive  agencies  accelerate  the  installation  of  adequate  monetary 
property  accounting  records  as  an  integral  part  of  the  accounting  systems.” 

Section  2  (c)  :  This  section  would  put  recommendations  Nos.  10,  11,  and  12  of 
the  Hoover  Commission  into  effect.  First  it  would  establish  a  Staff  Office  of 
Accounting  in  the  Bureau  of  the  Budget  headed  by  an  Assistant  Director  and 
lists  his  duties.  It  is  realized  that  there  are  valid  objections  to  legislating  an 
administration  organization.  On  the  other  hand  there  is  a  clearly  demonstrated 
need  for  improvement  in  accounting  and  it  would  seem,  in  view  of  congressional 
control  of  the  purse,  entirely  proper  for  Congress  to  take  this  type  of  action. 
As  the  system  contemplated  in  this  bill  is  tested  with  experience  there  is  noth¬ 
ing  to  prevent  the  Director  of  the  Bureau  from  recommending  changes.  Rec¬ 
ommendation  No.  12  is  covered  in  the  duties  of  the  Assistant  Director. 

The  second  part  of  the  section  would  create  the  position  of  Comptroller  in 
each  agency  and  generally  outlines  his  duties.  Actually  almost  every  agency  has 
a  position  that  in  some  respects  corresponds  to  a  Comptroller,  but  there  is  wide 
variation  in  the  powers  and  duties  of  these  positions  in  the  various  agencies.  In 
the  interest  of  promoting  improved  fiscal  performance  it  is  believed  that  much 
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could  be  achieved  through  the  clear  delineation  of  the  major  functions  of  an 
agency  comptroller.  Hoover  recommendations  Nos.  10,  11,  and  12  are  as  follows : 

Recommendation  No.  10. 

“That  there  be  established  under  the  Director  of  the  Bureau  of  the  Budget  a 
new  Staff  Office  of  Accounting  headed  by  an  Assistant  Director  for  Accounting, 
with  powers  and  duties  as  follows  : 

“(a)  To  develop  and  promulgate  an  overall  plan  for  accounting  and 
reporting,  consistent  with  broad  policies  and  standards  prescribed  by  the 
Comptroller  General.  These  broad  policies  and  standards  should  continue 
to  be  developed  in  cooperation  with  the  executive  branch. 

“(b)  To  expedite,  guide,  and  assist  in  the  introduction  of  modern  account¬ 
ing  methods  in  the  executive  agencies  consistent  with  the  overall  plan. 

‘(e)  To  set  reasonable  but  definite  time  schedules  for  performance  and 
to  watch  progress. 

“(d)  To  stimulate  the  building  of  competent  accounting  and  auditing 
organizations  in  the  exceutive  agncies  and  to  assist  actively  in  the  selection, 
training,  and  retention  of  capable  personnel. 

‘(e)  To  report  at  least  annually  to  the  Budget  Director  with  respect  to 
the  status  of  accounting  in  each  of  the  executive  agencies.” 

Recommendation  No.  11 

“That  as  an  aid  to  financial  management  the  position  of  Comptroller  be  estab¬ 
lished  in  the  principal  agencies  and  major  subdivisions  thereof  embracing  the 
following  duties  and  functions  : 

(a)  To  direct  the  setting  up  and  maintenance  throughout  his  agency  of 
adequate  accounting  and  auditing  systems  and  procedures  in  conformity 
with  the  provisions  of  the  Budget  and  Accounting  Procedures  Act  of  1950. 

“(b)  To  direct  the  recruitment,  training,  and  development  of  qualified 
accounting  personnel. 

“(c)  To  develop  and  be  responsible  for  reliable  and  informative  financial 
reports  for  (1)  internal  management  purposes  and  (2)  for  issue  to  the 
Congress  and  other  executive  departments  or  agencies. 

“(d)  To  interpret  and  advise  upon  significant  aspects  of  the  financial 
reports. 

“(e)  To  direct  the  preparation  and  review  execution  of  budgets  prepared 
at  operating  levels  for  the  information  of  top  management  which  is  respon¬ 
sible  for  budget  policies.” 

Recommendation  No.  12 

“That  the  selection  of  agency  comptrollers  and  the  building  of  competent 
accounting  organizations  in  the  executive  agencies  through  the  selection,  train¬ 
ing,  and  retention  of  capable  personnel  be  an  importat  phase  of  the  guidance 
and  help  to  be  given  by  the  Assistant  Director  for  Accounting  in  the  Bureau  of 
the  Budget.” 

The  General  Accounting'  Office’s  report  to  the  subcommittee  on  S. 
3199  could  be  characterized,  I  believe,  as  generally  favorable. 

It  does  indicate,  however,  that  the  Comptroller  General  does  not 
approve  two  provisions  of  the  bill  which  I  believe  are  important. 
The  first  is  the  section  which  would  create  a  Staff  Office  of  Accounting 
in  the  Bureau  of  the  Budget,  to  be  headed  by  an  Assistant  Director. 

It  is  quite  true  that  this  recommendation  could  be  carried  out  by 
administrative  action  and  I  recognize  the  principle  that  it  is  generally 
desirable  to  avoid  creating  departmental  organization  by  legislative 
action  because  this  tends  to  result  in  a  lack  of  flexibility.  In  this  in¬ 
stance  it  seemed  to  me  appropriate  to  take  such  action,  in  view  of  the 
fact  that  it  has  not  been  done  by  administrative  means;  and  because 
Congress  is  charged  with  control  of  the  purse,  it  seems  entirely  proper 
for  Congress  to  clearly  provide  for  accounting  in  accordance  with 
reouirements  and  standards  it  establishes. 

It  should  be  noted  that  as  conditions  change  there  is  nothing  to  pre¬ 
vent  the  Director  of  the  Bureau  of  the  Budget  from  recommending 
changes  in  the  Staff  Office  of  Accounting,  and  perhaps  the  subcom- 
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mittee  will  deem  it  desirable  to  include  a  provision  to  this  effect  in  the 

bill. 

The  second  provision  which  GAO  does  not  approve  is  the  one  re¬ 
quiring  the  establishment  of  the  position  of  comptroller  in  each  execu¬ 
tive  agency. 

In  practice  probably  every  agency  has  a  position  that  corresponds  in 
some  respects  to  a  comptroller.  It  is  recognized  that  due  to  the  wide 
variations  in  organizational  structure  no  one  pattern  will  fit  all 
agencies,  but  it  would  seem  that  creating  a  comptroller  in  each  agency 
would  not  interfere  unduly  with  the  structural  organization. 

In  addition  it  would  appear  that  in  view  of  the  importance  of 
improved  fiscal  performance  there  is  much  to  be  gained  from  the 
establishment  of  such  a  position  together  with  the  clear  delineation 
of  duties  of  the  agency  comptroller. 

In  view  of  the  need  for  improved  fiscal  performance,  the  savings  in 
the  cost  of  operation  of  the  Government  to  be  realized  through  effi¬ 
cient  financial  management,  and  the  need  to  put  the  Federal  budget 
on  a  basis  so  that  Congress  can  more  intelligently  make  the  important 
policy  determinations  as  to  the  extent  and  scope  of  Federal  programs, 
I  strongly  urge  that  the  subcommittee  take  favorable  action  on  S. 
3199  at  the  earliest  practicable  date,  after  making  such  amendments  as 
it  deems  necessai’y,  so  that  the  Congress  in  this  session  will  be  able 
to  take  positive  action  in  this  field  of  financial  management,  which  is 
of  such  prime  importance  to  every  citizen. 

Until  steps  such  as  those  included  in  this  bill  are  taken,  the  Congress 
will  continue  to  encounter  great  difficulty,  due  to  inadequate  factual 
information,  both  in  attempting  to  properly  analyze  the  budget  itself 
and  in  considering  the  appropriation  bills  covering  the  projected  op¬ 
erations  of  the  many  departments  and  agencies  of  our  Government. 

Senator  Kennedy.  I  want  to  thank  you  very  much,  Senator,  for 
your  very  line  statement.  It  will  be  very  helpful  to  the  subcommittee. 
Senator  Smith. 

Senator  Smith.  Mr.  Chairman,  I  would  like  to  join  you  in  wel¬ 
coming  my  distinguished  colleague,  the  junior  Senator  from  Maine, 
and  say  that  it  is  a  great  pleasure  to  listen  to  his  statement  and  I 
greatly  appreciate  the  opportunity  to  cosponsor  S.  3199. 

I  well  remember  the  request  you  made  for  the  material,  Senator, 
and  I  wondered  what  under  the  sun  you  would  ever  do  with  so  much, 
but  apparently,  you  made  very  good  use  of  it. 

Mr.  Chairman,  Senator  Payne,  as  you  have  noted  by  his  service 
here  and  by  his  statement,  is  very  well  qualified  to  talk  on  the  budget 
and  accounting  procedures.  As  commissioner  of  finance  and  as  gover¬ 
nor,  he  had  a  long  service  and  very  good  experience  that  gives  him 
a  right  to  speak  with  authority  on  this  subject.  I  want  to  say  at  this 
time,  Mr.  Chairman,  that  I  am  very  sorry  that  I  have  not  been  able 
to  attend  the  hearings  as  much  as  I  would  like  to.  I  shall  read  the 
complete  hearing.  I  am  in  Appropriations  most  of  the  time,  so  I  am 
not  here,  but  it  is  not  lack  of  interest  but  lack  of  time.  Thank  you 
very  much. 

Senator  Kennedy.  Thank  you.  The  statement  and  introduction  of 
the  bill  is  most  helpful. 

Senator  Payne.  Thank  you  very  much.  Mr.  Chairman,  if  I  may, 
I  would  like  to  request  that  a  statement  which  has  been  prepared  by 
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Senator  Wallace  F.  Bennett,  in  connection  with  this  same  bill,  of 
which  he  is  a  cosponsor,  be  placed  in  the  record  at  this  point.  Senator 
Bennett  was  not  able  to  be  here  personally. 

Senator  Kennedy.  Without  objection,  we  shall  be  glad  to  have  his 
statement  entered  in  the  record.  I  want  to  thank  you  very  much, 
Senator. 

Senator  Payne.  Thank  you. 

(The  above-mentioned  document  follows:) 

Statement  by  ITon.  Waixace  F.  Bennett,  a  United  States  Senator 
From  the  State  of  Utah 

Mr.  Chairman  and  distinguished  members  of  the  committee,  I’m  happy  for 
the  opportunity  of  submitting  today  a  statement  in  support  of  S.  3199,  a  hill  intro¬ 
duced  by  Senator  Payne  a  few  weeks  ago,  which  I  was  most  happy  to  cosponsor. 
I  think  Senator  Payne  has  done  an  excellent  job  in  drafting  this  measure,  and  we 
are  fortunate  to  have  the  benefit  of  Senator  Payne’s  experience  as  a  successful 
accountant  during  the  consideration  of  the  bill. 

The  bill  has  as  its  purpose  the  improvement  of  the  budgetary  and  accounting 
procedures  of  the  Federal  Government  and  is  based  in  large  part  on  the  recom¬ 
mendations  of  the  Second  Hoover  Commission’s  investigation  into  this  area  of 
governmental  activity. 

For  many  years,  both  as  a  private  businessman  and  as  a  Member  of  the  Senate, 
I  have  been  convinced  that  the  budgetary  and  accounting  systems  of  our  Govern¬ 
ment  were  in  drastic  need  of  overhauling.  There  have  been  many  attempts 
at  modernization  of  the  budget  process,  and  considerable  progress  has  been 
made  since  the  Budget  and  Accounting  Act  of  1921.  The  Government  Corpora¬ 
tion  Control  Act  of  1945;  the  1949  amendment  to  title  IV  of  the  National  Security 
Act  of  1947 ;  and  the  Budget  and  Accounting  Procedures  Act  of  1950  were  all 
helpful  steps.  But  when  I  reviewed  the  report  of  the  Second  Hoover  Commission 
to  the  Congress  in  June  1955,  entitled  “Budget  and  Accounting,”  it  seemed  evident 
that  much  remained  to  be  done  in  improving  the  financial  management  of  our 
Government.  Dramatizing  the  need  for  such  a  revision  is  the  conclusion  of 
the  Hoover  Commission  task  force  that  a  revitalized  Bureau  of  the  Budget, 
applying  methods  which  private  business  has  found  essential  to  successful  and 
economic  operation,  would  bring  improved  financial  management  to  Federal 
agencies,  with  savings  estimated  at  $4  billion  a  year. 

While  the  bill  presently  before  the  committee  embodies  a  majority  of  the 
recommendations  of  the  Hoover  Commission  report  it  was  thought  wise  to  post¬ 
pone  enactment  of  some  of  the  recommendations  until  a  solid  foundation  based 
on  the  development  of  adequate  accounting  could  be  laid. 

Recommendation  18  relieving  the  General  Accounting  Office  of  the  necessity 
of  approving  claims  on  lapsed  appropriations  is  omitted  from  the  bill  because 
legislation  has  already  been  introduced  to  take  care  of  the  situation.  Recom¬ 
mendation  19  to  the  effect  that  the  Comptroller  General  be  given  authority  to 
relieve  accountable  officers  of  financial  liability  except  where  losses  result  from 
their  gross  negligence  or  fraud  is  omitted  because  it  was  thought  the  provi¬ 
sions  of  the  present  law  (Public  Law  395,  84th  Cong.)  giving  the  Comptroller 
General  authority  to  relieve  disbursing  officers  in  cases  where  payments  were 
not  the  result  of  bad  faith  or  lack  of  due  care,  were  adequate. 

To  comment  briefly  on  some  of  the  important  provisions  of  this  bill,  I  should 
like  to  say  that  I  consider  the  establishment  of  a  new  Staff  Office  of  Accounting, 
headed  by  an  Assitant  Director,  of  great  importance.  I  don’t  wish  to  imply  any 
criticism  of  the  activities  of  the  Comptroller  General  in  connection  with  the 
joint  accounting  program,  since  I  think  he  has  made  considerable  progress  in 
past  years ;  but  I  do  believe  that  the  establishment  of  such  an  office  would  be 
an  effective  means  of  improving  and  tightening  accounting  and  financial  methods 
in  the  executive  agencies  and  in  coordinating  these  activities  with  the  Bureau 
of  the  Budget. 

I  think  section  121,  providing  for  the  appointment  of  an  agency  comptroller  by 
the  head  of  each  executive  agency,  will  do  much  to  coordinate  the  Bureau  of 
the  Budget’s  activities  with  the  agencies  and  at  the  same  time  make  available 
to  the  agency  heads  responsible  persons,  skilled  in  accounting,  statistics,  and 
analytical  procedures. 


BUDGETING  AND  ACCOUNTING 


65 


Section  2  (c)  of  the  bill  provides  that  each  agency  maintain  its  accounts  on 
an  accrual  basis  to  show  “currently,  completely,  and  clearly  the  resources,  lia¬ 
bilities  and  costs  of  operations  of  such  agency  *  *  Basically,  this  involves 
a  shifting  to  a  cost-accrual  method  of  acounting,  requiring  performance  budgets 
in  terms  of  costs.  At  present,  most  agency  budgets  are  prepared  on  the  basis 
of  estimated  obligations  to  be  incurred  during  the  budget  year.  Obligations 
such  as  orders  placed,  contracts  awarded,  services  received,  and  similar  trans¬ 
actions  during  a  given  period,  requiring  future  payment  of  money,  which  are 
incurred  during  the  year  do  not  necessarily  have  any  relation  to  actual  costs 
during  the  year.  The  Hoover  Commission  report  emphasized  that  such  a  budget 
presentation  fails  to  take  into  account  inventories  and  other  working  capital 
carried  over  and  available  at  the  beginning  of  the  year  which  may  be  consumed 
in  the  programs  of  the  budget  year.  One  of  the  most  important  elements  of 
proper  budgeting  is  the  work  or  service  to  be  accomplished  and  what  that  work 
or  service  will  cost.  Current  Government  practice  fails  to  relate  planned  oper¬ 
ations  to  past  and  projected  costs. 

There  are  other  elements  of  the  bill  that  are  worthy  of  comment,  but  I  think 
the  excellent  sectional  analysis  of  the  bill  which  has  been  prepared  by  Senator 
Payne  covers  these  points  adequately. 

This  year,  when  I  started  to  study  the  bulky  1,200  page  President’s  budget, 
I  was  once  again  struck  with  the  enormous  size  and  complexity  of  our  Federal 
Government.  As  a  Congress  we  are  charged  with  the  responsibility  of  com¬ 
prehending  this  mass  of  data  and  properly  evaluating  it  in  order  to  determine 
the  desirability  of  the  various  Government  programs  and  the  amount  to  be 
allocated  to  each.  The  savings  possible  through  the  enactment  of  this  measure 
plus  the  efficiency  of  financial  management  it  makes  possible  and  the  added 
help  such  a  program  will  be  to  the  Congress  in  helping  us  make  intelligent 
decisions  with  respect  to  Federal  activities  mark  this  measure  as  one  of  great 
priority. 

I  strongly  urge  the  committee  to  take  favorable  action  on  this  measure. 

Senator  Kennedy.  It  is  a  great  pleasure  to  have  as  our  next  witness 
today  Mr.  J.  Harold  Stewart,  senior  partner  of  Stewart,  Watts  & 
Bollong,  Boston,  Mass.  He  was  Chairman  of  the  second  Hoover 
Commission’s  Task  Force  on  Budget  and  Accounting;  past  president, 
American  Institute  of  Accountants,  Massachusetts  Society  of  Certified 
Public  Accountants;  Chairman  on  Cost  Principles,  Joint  Contract 
Termination  Board  and  Assistant  Director,  Office  of  Contract  Settle¬ 
ment  during  World  War  II;  and  I  am  very  glad  to  have  him  here, 
because  Mr.  Stewart  is  one  of  our  distinguished  citizens  from  Massa¬ 
chusetts,  and  is  recognized  as  one  of  the  Nation’s  foremost  authorities 
on  accounting. 

He  gave  a  great  deal  of  time  and  effort  to  this  report  of  the  second 
Hoover  Commission’s  Task  Force  on  Budget  and  Accounting,  which 
I  think  is  a  real  public  service. 

It  is  an  honor  to  have  you  here,  Mr.  Stewart.  Will  you  continue  in 
your  own  fashion  ?  Do  you  have  a  prepared  statement  ? 

STATEMENT  OF  J.  HAROLD  STEWART,  CHAIRMAN,  SECOND 

HOOVER  COMMISSION’S  TASK  FORCE  ON  BUDGET  AND  ACCOUNT¬ 
ING 

Mr.  Stewart.  Thank  you,  Senator.  I  do  not  have  a  prepared  speech, 
but  I  will  submit  a  written  statement  to  the  subcommittee  later.  (See 
p.  83  for  statement  of  Mr.  Stewart.) 

Senator  Kennedy.  That  will  be  fine. 

Mr.  Stewart.  As  a  matter  of  fact,  I  have  spent  the  last  48  hours 
digging  myself  out  of  snowdrifts  in  New  England. 

Senator  Kennedy.  We  are  glad  to  have  you  here.  Perhaps  when 
you  submit  your  statement — of  course,  we  do  have  the  task-force  re- 
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port,  which  I  suppose,  condenses  your  opinion— you  might  care  to 
comment  on  some  of  the  legislation  that  has  been  introduced  and  some 
parts  of  it  that  you  might  agree  with  or  other  parts  that  you  might 
not  agree  with. 

Mr.  Stewart.  My  statement  would  be  directed  particularly  to 
S.  3199. 

Senator  Kennedy.  Fine,  sir. 

Mr.  Stewart.  Senator,  it  is  heartwarming  to  come  here  and  follow 
a  speaker  in  a  person  who  understands  this  problem,  as  it  is  abund¬ 
antly  clear,  Senator  Payne  does.  Accountants  are  a  peculiar  breed. 
They  are  looked  upon  as  technicians  usually,  but  here  we  have  a  Sen¬ 
ator  from  a  great  State,  who  understands  the  fundamentals  of  account¬ 
ing,  in  the  same  fashion  as  a  professional  practitioner  would,  as  is 
clear  from  his  remarks. 

Senator  Kennedy.  I  understood  Senator  Payne  is  the  exception  to 
that  rule,  unfortunately.  The  rest  of  us  do  not  have  experience. 

Mr.  Stewart.  I  have  known  Senators  who  came  close  but  I  don’t 
know  anyone  who  is  his  equal  in  the  accounting  field. 

Senator  Kennedy.  I  would  agree  with  that. 

Mr.  Stewart.  S.  3199,  as  it  appears  to  me,  is  an  attempt  to  put  into 
congressional  mandate  the  essential  recommendations  of  the  Hoover 
Commission 

Now,  it  might  be  interesting  for  you  to  know  that  the  driving  force 
behind  many  of  these  recommendations,  the  real  impetus  to  this  phi¬ 
losophy,  was  the  belief  that  in  this  Government  we  needed  on  the  ex¬ 
ecutive  side  the  same  kind  of  drive,  the  same  concept  of  financial  con¬ 
trol,  that  we  had  on  the  congressional  side. 

As  we  reviewed  the  performance  in  the  years  intervening,  since  the 
work  of  the  first  Hoover  Commission,  we  found  that  there  had  been  a 
cooperative  effort  by  the  Treasury,  the  Bureau  of  the  Budget,  and 
the  General  Accounting  Office,  designed  to  effect  improvements  in  the 
operation  of  the  executive  branch  of  the  Government. 

What  was  done  was  all  to  the  credit  of  the  cooperative  effort,  but 
we  concluded  that  the  real  impetus  to  that  effort  came  from  the  Gen¬ 
eral  Accounting  Office  and  not  from  the  executive  branch.  Looking 
logically  to  the  executive  branch,  we  said,  “Where  should  this  drive 
be  centered?”  Clearly,  by  Executive  Order  and  by  its  constitution, 
really,  the  Bureau  of  the  Budget  is  the  management  arm  of  the  Presi¬ 
dent.  It  seemed  to  us  that  accounting  is  nothing  but  a  tool  of  man¬ 
agement,  as  is  budgeting.  In  fact,  the  task  force  was  of  the  opinion 
that  the  name,  “Bureau  of  the  Budget,”  was  perhaps  a  misnomer  and 
it  dwarfed,  by  its  name,  some  of  its  real  responsibilities. 

That  was  the  one  recommendation  of  the  task  force  which  the  Com¬ 
mission,  in  its  wisdom,  did  not  adopt.  We  recommended  a  change  in 
the  name  to  more  precisely  describe  the  functions  of  the  Bureau.  We 
felt  that  the  effect  on  the  whole  Government  would  be  to  alert  them 
to  the  fact  that  the  Bureau  of  the  Budget  does  something  more  than 
process  a  budget  which  annually  goes  to  the  Congress. 

We  believe  that  its  real  concern  was  with  the  processing  of  that 
budget  and  that  it  had  not  directed  the  force  or  the  drive  to  the  man¬ 
agement  aspects,  particularly,  accounting  reform  that  would  seem  to 
be  implied  in  its  management  responsibility. 

Now,  I  say  this  not  critically  because,  remember,  that  we  have  spent 
one  two-hundredth  of  1  percent  of  the  annual  Federal  budget  in  ad- 
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ministering  the  budget.  As  I  remember  it,  about  $31/4  million  was 
the  figure  in  the  budget  which  we  reviewed  for  1954.  How  on  earth 
you  can  administer  the  greatest  financial  and  operational  organiza¬ 
tion  in  the  world  with  an  expenditure  of  one  two-hundredth  of  1  per¬ 
cent,  is  beyond  my  canny. 

I  talked  with  one  gentleman  who  had  been  a  Director  of  the  Budget 
and  he  agreed  that  one  of  the  most  useful  investments,  one  of  the  most 
rewarding  investments  we  could  make  would  be  a  strengthening  of 
the  Bureau  of  the  Budget  to  the  point  that  it  did  discharge  its  re¬ 
sponsibilities,  particularly  in  the  management  field.  Of  course,  the 
Bureau  of  the  Budget  is  on  the  spot.  When  it  is  involved  in  a  drive 
to  reduce  the  budget,  it  probably  has  to  set  an  example  itself  in  order 
that  the  other  marchers  in  the  parade  may  follow.  This  is  unfor¬ 
tunate  because  it  starts  from  a  position  in  which  it  is  badly  under¬ 
manned,  badly  underpaid.  The  pay  of  the  people  who  are  directing 
the  Bureau  of  the  Budget  is  certainly  not  what  attracts  them  to 
positions  of  such  responsibility.  How  you  could  get  anyone  in  our 
great  national  corporations,  which  are  still  plebs,  compared  with  this 
Government,  for  anything  like  the  salaries  they  are  paid,  I  can’t  un¬ 
derstand  and  from  that  standpoint,  I  feel  the  most  useful  recom¬ 
mendations  which  the  Hoover  Commission  has  made  are  the  recom¬ 
mendations  in  the  field  of  Government  personnel. 

Until  we  can  recognize  that  we  have  a  big  organization  which  has 
responsibilities  even  beyond  the  private  responsibilities  of  industry, 
and  until  we  can  attract  and  fasten  into  this  Government  people  of 
competence,  we  will  have  repetitive  commissions,  I  suspect,  that  unless 
something  is  done  in  the  personnel  field,  you  will  have  another  com¬ 
mission,  3  or  4  years  from  now,  telling  you  the  same  story. 

As  to  the  bill  S.  3199,  it  goes  along  on  all  fours  with  the  recom¬ 
mendations  of  the  Hoover  task  force.  As  Senator  Payne  said,  the 
Commission’s  recommendation  No.  7  for  an  annual  budget  in  terms  of 
accrued  expenditures  was  not  included.  As  I  understand  it,  he  had 
no  real  objection  to  its  inclusion.  He  questioned  the  wisdom  of  in¬ 
cluding  it  at  this  time. 

Senator  Payne.  In  fact,  I  am  very  enthusiastic  over  it  because  I 
think  it  is  one  of  the  basic  troubles  that  we  face  in  our  Government 
today. 

Mr.  Stewart.  Well,  we  felt  the  same  way,  Senator.  However, 
I  am  inclined  to  agree  with  you  that  until  you  get  the  basic  founda¬ 
tion,  until  you  get  the  accounting  and  financial  reporting  framework 
in  this  Government  which  will  permit  you  to  go  to  an  accrued  ex¬ 
penditure  budget,  it  would  be  unwise  to  attempt  it. 

Senator  Payne.  And,  until  you  attract  personnel  that  understand 
what  you  are  trying  to  get  at  and  are  willing  to  give  them  the  tools 
to  work  with,  which  the  Congress  can  provide  in  the  form  of  legis¬ 
lation,  you  still  are  going  to  be  out  in  left  field. 

Mr.  Stewart.  Exactly.  Now,  of  course,  I  think  it  was  Thaddeus 
Stevens  who  said  of  specie  payment,  “The  way  to  resume  is  to  resume.’ 

Senator  Kennedy.  Who  did  vou  say  that  was? 

Mr.  Stewart.  Thaddeus  Stevens,  speaking  of  the  resumption  of 
specie  payment.  Thaddeus  Stevens  was  a  Republican  and  from 
Pennsylvania.  [Daughter.] 

Well,  in  any  case,  they  sav  that  the  way  to  resume  is  to  resume, 
and  it  might  be  applied'  to  this.  Perhaps  the  way  to  go  to  an  ex- 
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penditure  budget  is  to  go  to  it,  but  I  fear  if  you  go  too  quickly,  you 
will  find  that  you  will  have  some  of  the  troubles  you  had  with  the 
performance  budget. 

In  my  opinion,  the  attempts  to  inaugurate  a  performance  budget 
were  premature.  For  that  reason,  there  was  a  good  deal  of  criticism 
and  misunderstanding  of  what  was  basically  a  sound  idea. 

I  would  like,  however,  to  see  the  Congress,  by  legislation,  or  other¬ 
wise,  indicate  its  belief  that  the  ultimate  objective  should  be  a  budget 
in  terms  of  annual  accrued  expenditures.  In  other  words,  this  ac¬ 
counting  foundation  which  we  are  laying,  this  foundation  of  manage¬ 
ment,  is  directed  to  the  implementation  through  an  accrued 
expenditure  budget  in  management. 

Senator  Kennedy.  Mr.  Stewart,  do  you  think  you  can  summarize 
exactly  how  that  would  work  compared  to  the  present  budget?  It 
is  discussed  in  the  task  report,  but  it  would  be  helpful. 

Mr.  Stewart.  Let  me  put  it  in  as  simple  terms  as  I  can,  Senator.  At 
present,  the  budget  is  concerned  with  obligational  authority.  The 
agencies  go  to  the  Congress  and  request  obligational  authority  for 
various  purposes.  Now,  that  authority  is  usable  in  multiple  years. 
Some  of  it,  as  Senator  Payne  pointed  out,  is  for  long  lead-time  items. 
In  the  purely  housekeeping  agencies  and  creations  of  the  Congress, 
for  instance,  such  as  the  FCC,  ICC,  Securities  and  Exchange  Com¬ 
mission,  the  Bureau  of  Internal  Revenue,  even  the  Treasury,  the  dif¬ 
ference  between  accrued  expenditures  and  obligational  authority  would 
be  rather  narrow.  But,  it  is  in  those  agencies,  in  the  fields  of  defense 
and  foreign  aid  that  the  impact  of  a  budget  in  terms  of  accrued  ex¬ 
penditures  would  be  particularly  felt. 

Senator  Payne.  If  I  might,  Mr.  Chairman,  the  reason  for  that  is 
because  the  agencies  that  you  refer  to,  like  ICC,  FCC,  SEC,  the 
Treasury  Depart  ment,  and  some  others  of  a  similar  nature,  have  annual 
needs  for  the  operation  of  the  Department  which  are  not  such  as  neces¬ 
sarily  would  confuse  the  issue  too  much.  They  are  rather  stable  in 
their  nature,  year  in  and  year  out.  They  deal  with  personnel  with 
certain  commodities,  contractual  agreements,  and  so  forth,  and  can 
pretty  well  be  earmarked. 

Mr.  Stewart.  Exactly.  They  operate  essentially  with  personnel, 
supplies,  services. 

Senator  Kennedy.  This  would  deal  with  the  effective  no-year  ap¬ 
propriations? 

Mr.  Stewart.  Exactly. 

Senator  Kennedy.  Would  you  explain  how  your  system  would  work 
in  the  purchase  of  planes?  Would  it  give  us  more  control? 

Mr.  Stewart.  Let’s  take  a  battleship  rather  than  a  plane.  We  all 
know  it  takes  4  or  5  years  to  construct  a  carrier.  The  Defense  Depart¬ 
ment  would  come  to  Congress  and  say  that  we  require  vessels  in  a  cer¬ 
tain  category,  and  convince  the  Appropriations  Committee,  and  Mili¬ 
tary  Affairs  Committees,  that  the  construction  of  a  carrier  was  wise 
and  they  should  have  appropriated  funds.  You  would  give  them 
initially,  contractual  authority,  which  would  permit  them  to  enter  into 
a  contract  but  you  would  say  to  them,  “We  want  a  projection  from  you 
as  to  when  and  how  you  are  going  to  spend  the  money.” 

Let’s  say  you  are  spending  $50  million  on  a  ship.  What  is  your  time 
schedule?  Now,  you  do  that  in  industry,  and  say  the  Standard  of 
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New  Jersey,  for  instance,  wants  to  build  a  refinery  in  Venezuela.  The 
Comptroller  has  to  lay  out  the  needs  for  funds,  when  they  will  be 
needed  and  the  length  of  time  required  to  complete  the  project. 

Now,  initially,  the  Department  would  be  given  enough  funds  to  take 
care  of  the  accrued  expenditures,  that  is,  that  doesn’t  mean  cash  out 
of  the  till.  That  means  to  take  care  of  the  services  and  goods  which 
would  be  received  during  a  fiscal  year,  whether  paid  for  or  not,  be¬ 
cause  if  they  incurred  the  expenditure  by  acquiring  services  or  goods, 
to  that  extent,  the  Government  is  committed. 

At  the  moment,  you  have  the  right  of  the  Government  to  cancel 
any  contract  and  pay  whatever  the  termination  charges  may  be,  so 
that  you  wouldn’t  be  altering,  really,  the  present  situation  as  it  con¬ 
cerns  the  private  contractor.  He  is  always  exposed  to  that,  but  you 
would  be  saying  to  the  Defense  Department,  how  much  money  in  terms 
of  dollars  do  you  need  for  fiscal  1958?  When  they  come  in  with  the 
next  budget  on  an  accrued  expenditure  basis,  there  would  be  a  review 
of  the  extent  to  which  performance  met  promise.  In  other  words, 
you  told  us  last  year  that  in  the  first  year,  you  would  need  $10  million 
for  this  project.  Now,  how  much  of  it  have  you  spent?  If  you 
have  spent  $2  million,  why?  If  they  wanted  to  spend  more,  they 
would  be  in  to  see  the  Congress  for  supplemental  appropriations  for 
the  year,  but  it  would  give  Congress  a  feel  of  the  pulse  of  Govern¬ 
ment  expenditure,  rather  than  leaving  it  open-ended. 

Now,  in  the  field  of  aircraft  procurement,  which  Senator  Payne 
referred  to,  as  I  remember  it,  in  January  1954,  the  Defense  Depart¬ 
ment  was  asked  what  the  carryover  of  unobligated  expenditures  would 
be  at  the  end  of  the  fiscal  year,  June  30,  and  that  was  in  connection 
with  processing  an  appropriation  bill.  The  response  was,  “Under 
$2  billion.”  I  forget  the  exact  figure,  one  billion  nine  or  something 
like  that. 

On  June  30,  when  the  fiscal  year  ended,  it  was  then  possible  to  de¬ 
termine  what  the  carryover  was  and  the  carryover  was  in  excess  of 
$4  billion. 

Senator  Payne.  Let  me  just  say  there  that  it  was  possible,  Mr. 
Stewart,  but  I  have  a  very  definite  reservation  in  my  mind  as  to  even 
then,  whether  the  figure  was  an  accurate  figure. 

Mr.  Stewart.  I  agree  with  you  on  that  because  I  think  one  of  the 
real  lacks  in  this  Government,  particularly  in  the  Defense  Depart¬ 
ment,  is  a  control  of  obligations.  As  I  understand  it,  Congress  passed 
legislation  which  required  the  Defense  Department  to  report  out¬ 
standing  obligations. 

Senator  Payne.  In  fact,  required  all  departments  to  report  and  the 
General  Accounting  Office  has  done  a  remarkably  good  job,  but  they 
have  had  a  hard  job. 

Mr.  Stewart.  But,  as  you  know,  it  followed  a  long  period  of  argu¬ 
ment  as  to  what  constituted  an  obligation  and  legal  definition  of 
obligation,  and  to  the  point  it  was  abundantly  clear  that  the  fur¬ 
nishing  of  such  a  figure  was  not  a  comfortable  job.  It  seems  to  me, 
comfortable  or  not,  it  is  a  figure  which  the  Congress  should  have. 

Now,  if  you  look  at  the  carryover  of  unobligated  expenditures,  you 
will  get  an  idea  of  what  I  am  talking  about.  The  unexpended  bal¬ 
ances  of  appropriations  for  the  year  1950,  which  was  before  Korea, 
remember,  were  about  $1 14/2  million  brought  forward  into  the  year; 
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1951,  fourteen  billion,  one  hundred  million;  1952,  due  primarily  to 
Korea,  fifty  billion,  three  hundred  million;  1953,  sixty-eight  billion, 
eight  hundred  million ;  1954,  seventy  eight  billion,  four  hundred  mil¬ 
lion;  1955,  sixty-eight  billion;  1956  estimated  at  the  time  we  did  the 
job. 

Senator  Kennedy.  That  is  unexpended,  not  unobligated? 

Mr.  Stewart.  Those  are  amounts  unexpended — balances  of  appro¬ 
priations. 

Senator  Payne.  And  they  can  be  unobligated  balances  as  well. 

Mr.  Stewart.  Most  of  them  are  unobligated ;  yes. 

Now,  you  see,  the  concept  of  controlling  the  financial  operations  of 
the  Government  through  the  obligational  system,  places  a  premium 
on  obligating  all  funds  before  the  availability  of  them  expires. 

Senator  Payne.  That  helps  them  in  coming  before  the  Budget  Bu¬ 
reau  and  the  Congress  the  next  year  and  say,  “Look,  this  is  what  we 
had  last  year.  We  have  got  to  have  at  least  as  much  to  operate  this 
year,  if  not  a  little  bit  more.”  There  is  no  attention  given  to  what  the 
actual  expenditure  is  or  the  cost  basis  of  the  operation. 

Senator  Kennedy.  Does  not  Congress  take  into  consideration  the 
unexpended  balance  of  the  appropriation  in  appropriating  the  next 
year  ? 

Mr.  Stewart.  If  the  Congress  knows  what  they  are.  I  think  that 
lias  been  a  rather  flimsy  figure. 

Senator  Kennedy.  You  feel  the  Congress  has  not  been  given  ac¬ 
curate  figures? 

Mr.  Stewart.  Congress  has  been  doing  the  best  with  what  they  have 
had. 

Senator  Payne.  If  I  may,  at  this  point,  I  think  it  is  true  that  they 
have  had  very  little  information  with  regard  to  the  pileup  of  inven¬ 
tories  of  supplies  and  of  things  that  were  brought  in  the  prior  year 
that  are  going  to  be  used  in  this  next  year  and  you  will  find,  and  I 
notice  it  is  true  in  State  government  itself,  they  do  exactly  the  same 
thing.  They  always  have  to  justify  at  least  having  as  much  as  they 
had  the  previous  year  and  as  much  more  as  they  can  get.  It  is  a  pyra¬ 
miding  proposition. 

Mr.  Stewart.  When  you  talk  about  inventories,  that  is  one  of  the 
targets  that  this  will  hit.  At  the  moment,  the  Defense  Department 
particularly  is  still  wrestling  with  the  problem  of  establishing  inven¬ 
tories.  Now,  I  have  great  sympathy  with  them  in  their  job.  It  is  a 
tremendous  job  but  it  seems  to  me  that  everything  that  is  in  this  bill 
is  directed  toward  strengthening  the  hands  of  people  who  want  to  get 
an  accountability  that  will  show  what  they  own,  what  they  owe,  and 
what  they  have  done  with  what  they  had.  There  are  shortcomings  in 
that  field  right  now,  as  you  know,  Senator. 

Senator  Payne.  Yes. 

Mr.  Stewart.  The  difficulty  with  the  obligational  system  is  the  em¬ 
phasis  which  it  places  upon  using  appropriated  funds.  That  comes 
about  partly  because  it  is  useful  in  going  to  the  Congress  for  additional 
funds  to  show  that  you  used  what  they  gave  you  last  year,  but  there 
is  another  facet  of  the  problem.  Congress  appropriates  the  funds  and 
they  go  to  the  agencies  for  use.  Well,  in  the  agency,  we  believe  there 
should  be  an  administrative  budget  and  operational  units  should  pres¬ 
ent  the  budget  in  meaningful  terms. 
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As  it  stands  at  the  moment,  that  is,  not  at  the  moment  hut  at  the  time 
we  made  our  examination,  the  administrative  control  of  funds  in  the 
Department  of  Defense  was  being  attempted  through  a  so-called  allot¬ 
ment  system.  The  exact  number  of  allotments  we  couldn’t  determine. 
We  were  told  that  there  would  be  at  least  a  million. 

Now,  I  ask  you,  could  you  run  any  enterprise  with  a  million  allot¬ 
ments?  The  minute  you  set  allotments  18  months  in  advance  of  use, 
you  are. pyramiding  it  and  you  are  doing  it  on  the  basis  of  fragmentary 
cost  information,  and  you  are  doing  it  on  the  basis  which  places  the 
only  criteria  of  performance  on  your  ability  to  live  within  an  allot¬ 
ment.  That  means  if  you  don’t  spend  more  than  the  allotment,  you 
have  done  a  reasonably  good  job. 

Now,  we  believe  that  with  emphasis  on  cost,  and  cost  by  organiza¬ 
tional  units  and  functions,  we  could  get  away  from  that  allotment 
concept  and  substitute  what  you  have  in  industry.  As  a  matter  of 
fact,  this  accrued  expenditure  theory  is  not  completely  new  to  Gov¬ 
ernment.  I  talked  last  spring  with  Dr.  May  in  The  Hague.  He  tells 
me  that  he  worked  and  ultimately  did  place  the  accounts  of  the  Dutch 
Government  on  an  accrued  basis.  I  have  nothing  but  his  word  for 
it,  but  T  would  be  interested  and  I  think  you  might  be  interested  to  see 
whether  that  has  not  been  done. 

Senator  Payne.  I  think  that  I  read  a  treatise  on  that  a  little  while 
ago,  indicating  that  that  has  taken  place.  In  connection  with  your 
statement  on  this  breakdown  of  allotments  in  the  Defense  Depart¬ 
ment,  let  me  say  that,  unfortunately,  I  happened  to  be  tagged  while 
I  was  in  the  Air  Force,  although  I  wanted  to  be  in  another  line  of 
work,  with  establishing  the  first  approach  to  the  development  of  a 
budget  system  in  the  Air  Force. 

I  can  subscribe  fully  to  what  you  have  said  with  regard  to  allot¬ 
ments.  For  instance,  I  was  with  the  Flying  Training  Command  and 
we  were  divided  by  breakdowns  in  the  major  commands  over  the 
country  with  Eastern.  Central,  and  Western  Flying  Training  Com¬ 
mands  and  with  the  technical  training  commands  that  also  came  in. 
They  were  broken  down  from  Headquarters,  Air  Force,  here,  where  I 
eventually  landed  at  the  last  end  of  the  war.  down  to  the  separate 
commands,  then  from  the  separate  commands  down  to  subordinate 
commands,  and  then  from  subordinate  commands  down  to  field  com¬ 
mands,  and  it  embraced  even  in  the  setup  alone,  thousands  of  separate 
allotments  that  were  handed  down  to  the  field.  I  can  tell  you  from 
my  own  experience,  that  whenever  we  endeavored  to  tie  down  what 
amount  was  available  on  an  allotment  given  at  any  specific  period, 
strangely  enough,  the  word  always  came  down  from  somewhere  to 
the  effect,  regardless  of  what  the  actual  encumbrances  against  that  al¬ 
lotment  were,  “Report  your  obligation  against  that  allotment  as  being 
approximately  the  amount  that  you  have  in  your  possession  because 
we  just  can’t  afford  to  lose  it  as  we  have  to  make  another  stab  at  this 
thing  next  year.' 

So,  that  is  the  danger  that  you  get  into  and  it  is  not  true  of  the 
Federal  Government  alone,  as  you  run  into  it,  Mr.  Stewart,  in  State 
government  and  in  every  phase  of  government  that  you  get  into.  It 
is  an  awfully  hard  thing  to  get  away  from  and  until  you  get  something 
of  the  nature  we  are  talking  about  here,  you  will  never  correct  it. 
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Mr.  Stewart.  Now,  even  in  the  Department  of  Defense,  they  admit 
that  it  is  possible.  I  have  seen  a  letter  from  Mr.  McNeil,  the  Comp¬ 
troller,  in  which  he  says  that  it  is  feasible.  It  will  present  some  ad¬ 
ministrative  problems  but  they  are  not  insurmountable.  Of  course, 
anything  you  do  presents  administrative  problems. 

Have  I  dwelt  on  that  sufficiently,  Senator  ? 

Senator  Kennedy.  Yes. 

Mr.  Stewart.  I  could  go  on  for  days  on  that  one. 

Senator  Kennedy.  No,  I  would  like  you  to  go  on  to  your  next  point. 
You  have  the  bill  in  front  of  you.  Would  you  care  to  go  through  it, 
maybe  section  by  section,  and  tell  us  your  opinion?  Of  course,  they 
are  all  implementing  the  previous  recommendations  that  you  have 
made,  but  perhaps  you  could  explain  some  of  the  different  sections  and 
also  tell  us  what  is  in  this  bill,  or  the  bill  that  we  had  hearings  on  yes¬ 
terday,  that  would  be  worth  the  subcommittee’s  interest. 

Mr.  Stewart.  I  think  I  might  short-cut  this  by  saying  that  the  only 
real  question  is  whether  or  not  some  of  these  recommendations  can  be 
effected  more  quickly  and  more  effectively  by  administrative  means  or 
by  Executive  order,  if  you  will,  or  whether  they  require  legislation. 

Personally,  if  I  were  a  Senator  and  I  had  a  feeling  that  there  was 
any  dragging  of  the  heels  on  the  executive  side  of  the  Government,  I 
would  feel  constrained  to  take  the  legislative  route.  But  I  haven’t  been 
present  at  these  hearings  and  I  don’t  know  what  resistance,  if  any, 
there  might  be.  I  suspect  that  there  is  very  little  in  this  that  could  be 
disagreed  with  in  principle. 

The  first  one  that  there  might  be  a  question  raised  on,  216  (b), 
could  be  done  administratively.  Of  course,  if  it  is  done  by  congres¬ 
sional  action,  there  is  the  additional  spur  that  comes  from  the  Congress 
having  taken  action  on  it. 

Section  218  I  think  is  a  bit  extreme  because,  as  I  see  it  now,  the 
Director  of  the  Budget  has  the  responsibility  which  is  set  forth  in 
that  section. 

Senator  Payne.  And,  as  a  matter  of  fact,  is  trying  to  accomplish 
this  very  thing. 

Mr.  Stewart.  Yes,  and  I  think  the  structure,  for  instance,  of,  “Not 
more  than  2  persons  for  each  principal  subdivision  of  a  department 
or  establishment  shall  be  assigned  by  the  director  to  any  1  depart¬ 
ment,”  would  be  unnecessarily  restrictive.  There  might  be  times  when 
you  would  want  to  really  put  shock  troops  in  to  a  situation,  and  other 
times  when  you  might  want  nobody. 

Senator  Payne.  Of  course,  at  the  present  time  it  is  almost  impossible 
to  get  people  into  Government  that  can  comply  with  the  qualifications 
I  set  forth  here. 

Mr.  Stewart.  I  would  think  section  218  could  be  done  better  admin¬ 
istratively. 

I  agree  to  everything  until  we  get  to  section  120.  That  is  the  con¬ 
troversial  one  which  I  understand  the  General  Accounting  Office  has 
a  feeling  shouldn’t  be  done. 

One  reason  for  doing  it,  it  seems  to  me,  is  to  put  some  drive  under 
this  reform  of  financial  reporting  and  accounting  in  the  executive 
branch.  It  seems  to  me  whether  you  do  it  by  setting  up  a  statutory 
office  or  whether  you  do  it  by  taking  a  position  that  there  should  be 
in  the  Bureau  of  the  Budget  an  Assistant  Director  for  Accounting,  we 
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will  say,  appointed  by  the  Director  of  the  Budget,  I  think  is  a  matter 
for  you  gentlemen  to  decide. 

I  do  think  that  something  should  be  said  in  the  legislation  about  the 
undertaking  of  that  responsibility.  I  might  say  that  the  General 
Accounting  Office,  we  found,  was  the  most  constructive  influence  in 
this  whole  Government  accounting  picture.  Through  their  Systems 
Division,  they  had  done  a  good  deal  to  help  agencies  which  had  no¬ 
where  else  to  look.  Logically,  the  agency  should  have  been  able  to 
look  to  the  Bureau  of  the  Budget. 

In  the  General  Accounting  Office  they  should  be  able  to  review  this 
executive  performance,  rather  than  find  that  they  actually  had  to  do 
the  job  in  some  cases. 

Senator  Payne.  Well,  it  is  true,  is  it  not,  Mr.  Stewart,  and  I  agree 
with  you,  the  General  Accounting  Office  has  done  a  remarkable  job 
and  without  the  type  of  work  they  have  done,  Lord  only  knows  where 
we  would  be  on  our  fiscal  setup. 

Mr.  Stewart.  That  is  right. 

Senator  Payne.  But  if  the  Bureau  of  the  Budget  with  competent 
personnel  and  with  adequate  personnel  were  able  to  carry  out  many 
of  the  recommendations  the  General  Accounting  Office  makes  from 
time  to  time,  and  to  work  very  closely  and  get  the  agenices  and  de¬ 
partments  of  the  Government  adopting  more  and  more  of  these  con¬ 
structive  suggestions  and  developing  consistent  overall  policies,  it 
would  make  the  job  of  the  General  Accounting  Office  much  more 
simple  in  their  effort  to  do  a  factual  and  complete  job  of  postaudit 
which,  of  course,  is  their  prime  responsibility. 

Mr.  Stewart.  It  would. 

Senator  Symington.  Mr.  Chairman,  may  I  ask  a  question  there? 

Senator  Kennedy.  Yes. 

Senator  Symington.  I  am  sorry  that  I  have  been  late,  Mr.  Stewart, 
but  I  have  been  to  another  hearing  from  9  :  30  to  just  now.  Let  me  be 
sure  I  understand  what  this  bill  is  getting  at,  as  you  see  it.  The 
Director  of  the  Bureau  of  the  Budget  will  send  two  people  to  work  in 
the  Department  of  Defense  ? 

Mr.  Stewart.  Well,  before  you  came  in,  Senator,  I  suggested  that 
that  section  seemed  rather  extreme  because  2  people  or  22  people  in 
the  Department  of  Defense  would  still  be  wrestling  with  an  impossible 
problem. 

Senator  Symington.  As  I  understand  it,  first,  the  budget  of  the 
Department  of  the  Army  is  made  up  by  the  proper  people  within  the 
Department  and  submitted  to  the  Secretary  of  the  Army;  is  that 
correct  ? 

Mr.  Stewart.  That  is  right. 

Senator  Symington.  And  then  the  Secretary  of  the  Army  submits 
that  budget,  as  do  the  Secretaries  of  the  other  two  services,  to  the  Sec- 
retry  of  Defense ;  is  that  right  ? 

Air.  Stewart.  That  is  right. 

Senator  Symington.  And  there  it  is  examined  and  possibly 
changed.  Then  it  is  submitted  to  the  executive  branch  of  the  Gov¬ 
ernment  at  the  level  of  the  White  House;  is  that  correct? 

Mr.  Stewart.  As  I  understand  it. 

Senator  Symington.  Right,  and  that  is  generally  the  Director  of 
the  Bureau  of  the  Budget.  He  is  the  one  that  takes  the  next  look  at  it. 

Mr.  Stewart.  He  is  the  fellow  that  gets  the  last  look. 
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Senator  Symington.  Now,  inasmuch  as  65  cents  of  your  tax  dollar 
is  for  current  military  preparation — 84  cents  of  your  current  tax 
dollar  is  for  past,  present,  or  possible  future  war — would  it  not  be  diffi¬ 
cult  to  change  any  aspect  of  the  situation  by  having  two  additional  or 
two  less  people  in  the  Bureau  of  the  Budget  ? 

Mr.  Stewart.  Well,  I  personally  don’t  subscribe  to  writing  into  leg¬ 
islation  what  really  is  an  administrative  problem.  In  other  words, 
if  I  were  Director  of  the  Budget,  I  would  feel  T  should  bp  free  to  apply 
as  many  or  as  few  people  as  I  wanted  to  any  department. 

Senator  Symington.  In  other  words,  to  do  the  job  with  whatever 
is  necessary  ? 

Mr.  Stewart.  That  is  right,  and  I  would  have  to  take  responsibility 
for  what  is  done.  In  our  recommendations,  we  urged  that  within  each 
department,  the  Bureau  have  a  staff  that  is  going  along  from  day  to 
day,  and  which  is  completely  conversant  with  what  is  happening  in 
the  department.  But  again,  until  you  can  get  the  people,  you  can’t  do 
the  job.  I  don’t  think  anyone,  after  the  fact,  can  take  a  look  at  that 
defense  budget  and  know  much  about  it. 

Senator  Kennedy.  Mr.  Stewart,  I  would  like  to  have  you  just  sum 
up  for  Senator  Symington  what  you  talked  about,  how  you  feel  the 
defense  budget  should  be  changed  from  the  present  system  because 
he  is  very  interested  in  that  part  of  it  and  I  would  like  to  have  his 
opinion  on  it. 

Mr.  Stewart.  Senator,  any  change  in  the  defense  budget,  maybe  it 
is  a  masterpiece  of  understatement  to  say,  is  going  to  take  time.  It 
seems  to  me  and  it  seemed  to  our  task  force,  that  a  cost-based  budget 
in  terms  of  accrued  expenditures  was  the  most  effective  means  of  con¬ 
trolling  the  military  budget. 

Senator  Symington.  Now,  1  am  sorry,  but  I  do  not  exactly  under¬ 
stand  what  you  mean  by  that.  I  have  defended  military  budgets  and 
I  have  been  in  business  but  I  would  like  your  explanation,  first,  as  to 
what  that  means  per  se,  and  second,  as  to  how  it  differs  from  the  cur¬ 
rent  way  of  operating. 

Mr.  Stewart.  The  current  budget  is  enacted  in  terms  of  obligational 
authority  for  multiple  years. 

Senator  Symington.  Obligational  authority  for  multiple  years. 
As  I  understand  it,  each  department  is  given  so  much  money  in  the 
way  of  appropriations  which  it  can  use.  Some  of  it  has  to  be  used 
in  the  12  months  of  the  fiscal  year  in  question  and  some  of  it  can 
extend  because  of  the  nature  of  the  product  being  purchased,  beyond 
the  fiscal  year  in  question  ? 

Mr.  Stewart.  Exactly. 

Senator  Symington.  Is  that  right  ? 

Mr.  Stewart.  Yes. 

Senator  Symington.  I  understand  that  is  the  way  they  operate  now, 
on  the  basis  of  appropriations,  obligations  and  expenditures ;  right? 

Mr.  Stewart.  Y es. 

Senator  Symington.  Now,  go  ahead. 

Mr.  Stewart.  Once  the  money  goes  to  the  Defense  Department— — - 

Senator  Symington.  What  did  you  say  ? 

Mr.  Stewart.  Once  the  moneys  are  appropriated  by  the  Congress 
and  they  are  available  for  use,  for  obligation,  you  then  have  the  prob¬ 
lem  of  administering  that  budget  within  the  agency. 

Senator  Symington.  Yes. 
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Mr.  Stewart.  At  present,  the  administration  has  attempted, 
through  a  so-called  allotment  system — that  allotment  system  has  over 
a  million  allotments,  allotments  and  suballotments  and  administrative 
subdivisions  of  suballotments,  so  called - 

Senator  Symington.  Now,  when  you  say  that  the  Department  of 
Defense  allots  the  money  to  each  of  the  services - 

Mr.  Stewart.  It  first  goes  to  the  services. 

Senator  Symington.  Right. 

Mr.  Stewabt.  Then  within  the  services,  it  goes  to  various  activities. 

Senator  Symington.  Right. 

Mr.  Stewart.  And  you  will  find  allotments  as  little  as  a  thousand 
dollars  and  our  feeling  was  that  in  an  operation  of  that  size,  it  is 
impossible,  18  months  in  advance,  empirically,  to  look  at  a  situation 
and  say  that  this  particular  item  of  this  particular  activity  should 
have  a  thousand  dollars. 

Senator  Symington.  Actually  more  than  18  months,  if  you  formu¬ 
late  for  the  fall  of  the  next  fiscal  year. 

Mr.  Stewart.  That  is  right.  So  we  say,  let’s  get  some  accounting 
in  this  picture;  let’s  understand  what  they  are  doing  with  this  money 
in  terms  of  operational  or  organizational  units.  For  instance,  it  is 
much  more  intelligible  to  take  a  look  at  an  operation  like  a  hospital 
and  say,  “How  much  money  do  you  want  for  the  hospital,”  and  appro¬ 
priate  in  terms  of  what  you  need  for  that  hospital,  rather  than  appro¬ 
priate  in  terms  of  pay  of  medical  personnel,  pay  of  civilian  personnel, 
pay  of  any  other  services  that  you  may  acquire  outside,  a  multitude 
of  supplies,  and  so  forth.  In  other  words,  if  you  assign  management 
responsibility  within  the  Military  Establishment  to  people,  that  re¬ 
sponsibility  can  be  gaged  in  terms  of  projected  budgets. 

Senator  Symington.  What  you  are  saying  is  that  you  would  like 
to  see,  in  effect,  a  unit  cost  system  applied  instead  of  a  departmental 
cost  or  subdepartmental  cost  system,  is  that  right  ? 

Mr.  Stewart.  That  is  right. 

Senator  Symington.  I  can  see  right  away  that  the  unit  cost  system 
will  give  you  a  better  control  of  efficiency,  but  how  about  from  the 
standpoint  of  bookkeeping,  would  it  not  be  more  difficult  ? 

Mr.  Stewart.  As  a  matter  of  fact,  I  think  they  are  doing  more 
bookkeeping  under  a  system  that  has  a  million  allotments  than  you  do 
under  a  system  that  went  directly  at  organizational  costs. 

Senator  Symington.  But,  you  are  going  to  have  quite  a  few  units, 
like  hospitals? 

Mr.  Stewart.  You  are  still  accounting  for  them.  Our  feeling  was 
that  what  we  recommended  should  not  increase  the  costs  of  account¬ 
ing  but  should  give  you  something  more  useful. 

Senator  Symington.  To  whom  did  you  recommend  it,  Mr.  Stewart  ? 

Mr.  Stewart.  We  recommended  it  to  the  Congress. 

Senator  Symington.  When  ? 

Mr.  Stewart.  I  was  chairman  of  the  task  force  of  the  Hoover  Com¬ 
mission. 

Senator  Symington.  Did  you  discuss  it  with  the  Department  of 
Defense  ? 

Mr.  Stewart.  We  did. 
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Senator  Symington.  Did  you  have  hearings  and  have  people  over 
there  from  the  Department  ? 

Mr.  Stewart.  No. 

Senator  Symington.  For  example,  what  was  your  relationship  as 
chairman  with  Mr.  W.  J.  McNeil,  the  Comptroller  of  the  Department 
of  Defense  ? 

Mr.  Stewart.  Well,  I  have  known  Mr.  W.  J.  McNeil  since  the  war 
years  in  the  Navy.  I  knew  some  of  McNeil’s  training,  his  background, 
his  capabilities,  and  I  knew  some  of  the  people  with  him.  I  had  on 
my  task  force,  one  man  who  had  worked  intimately  in  the  Department 
of  Defense  for  quite  a  period. 

Senator  Symington.  In  what  position  ? 

Mr.  Stewart.  He  was  special  assistant  to  McNeil. 

Senator  Symington.  What  was  his  name  ? 

Mr.  Stewart.  Sullivan,  Joseph  M.  TVre  had  in  addition,  the  De¬ 
partment  of  Defense  study,  which  had  been  made  by  the  so-called 
Cooper  committee.  This  was  made  about  the  time  that  our  task  force 
was  created. 

Senator  Symington.  What  year  ? 

Mr.  Stewart.  Well,  it  was  so  long  ago,  I  would  say  in  1954.  That 
was  Charles  P.  Cooper,  who  used  to  be  executive  vice  president  of  the 
American  Telephone  &  Telegraph  Co.  He  was  asked  by  Mr.  Wilson 
to  make  a  review  of  fiscal  control  within  the  Department  of  Defense. 
We  had,  at  the  outset — the  question  was  whether  this  pro  ject  would  be 
helpful  to  us  in  our  work  or  hinder  us.  When  I  looked  at  the  com¬ 
position  of  the  group,  I  personally  was  satisfied  that  anything  that 
came  out  of  it  would  be  helpful.  They  made  a  study  and  made  a 
report. 

Senator  Symington.  Who  made  a  study  and  who  made  a  report? 

Mr.  Stewart.  The  Cooper  Committee. 

Senator  Symington.  Of  the  Hoover  Commission  ? 

Mr.  Stewart.  Oh,  no,  a  study  of  the  Department  of  Defense. 

Senator  Symington.  At  the  request  of  Mr.  W ilson  ? 

Mr.  Stewart.  Request  of  Mr.  Wilson  and  reported  to  Mr.  Wilson. 
I  talked  at  great  length  with  Mr.  Cooper  and  with  some  of  the  people 
who  headed  the  accounting  function  for  him.  They  were  in  substan¬ 
tial  agreement  with  our  task  force.  I  didn’t  talk  with  them  until  we 
had  ourselves  spent  time  in  the  Bureau  of  the  Budget,  spent  time 
with  the  General  Accounting  Office  people,  and  in  the  Department  of 
Defense,  and  had  talked  with  people  and  had  some  feel  of  what  our 
own  position  might  be. 

Senator  Symington.  Now,  more  specifically  and  for  guidance,  the 
task  force  for  the  Department  of  Defense  under  Mr.  Cooper  was  in 
substantial  agreement  with  your  recommendations  here  to  the  Con¬ 
gress  ? 

Mr.  Stewart.  I  would  say  it  was. 

Senator  Symington.  That  is  what  I  wanted  to  know. 

Mr.  Stewart.  I  would  say  it  was,  although  they  didn’t  go  as  far  as 
we  went.  They  did  not  recommend  that  accrued  expenditure  budget, 
as  I  remember  it,  but  they  did  recommend  the  setting  up  of - 

Senator  Symington.  What  do  you  mean  by  “accrued  expenditure 
budget”  ? 

Mr.  Stewart.  An  annual  budget  in  terms  of  the  expenditures  which 
the  departments  expect  to  incur,  as  the  cost  of  goods  and  services  to 
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be  acquired  during  a  year.  That  means  whether  they  have  paid  for 
them  or  not.  In  other  words,  if  they  have  had  services  rendered  and 
haven’t  been  billed.  This  is  accrual — they  owe  the  money,  just  as  in 
business.  If  they  have  had  supplies  delivered  to  them  and  have 
actually  used  them,  they  have  them  under  their  possession,  they  would 
be  accountable  for  them. 

In  the  ordinary  agencies  of  Government,  that  is,  the  housekeeping 
agencies,  it  would  make  very  little  difference,  as  you  know,  because 
all  they  deal  in  is  salaries,  services  and  supplies.  In  the  Defense  De¬ 
partment,  we  felt  the  advantage  of  an  accrued  expenditure  budget 
would  be  a  continuous  look  at  these  long-lead-time  items.  In  other 
words,  you  go  to  the  Congress  and  get  an  appropriation  which  would 
take  care  of  your  projected  expenditures  for  a  particular  year.  You 
would  say  also,  now  we  are  building  a  battleship,  and  we  want  con¬ 
tractual  authority  for  a  period  longer  than  a  year. 

Senator  Symington.  You  have  that  already.  Let’s  take  a  bomber. 

Mr.  Stewart.  You  might  have  a  bomber  contract. 

Senator  Symington.  I  think  if  you  laid  a  hull,  you  do  not  have  to 
come  back  and  get  additional  money  for  higher  cost  of  a  ship.  At 
least,  that  is  the  way  it  used  to  be.  Let’s  take  a  bomber. 

Mr.  Stewart.  I  will  take  a  bomber  contract.  Initially,  of  course, 
you  would  have  the  development  work.  You  would  have  to  put 
enough  in  the  budget  under  general  development  to  take  care  of 
the  development  of  the  bombers,  fighters,  or  whatever  you  had.  Once 
a  bomber  had  reached  a  stage  of  production,  taking  into  account  start¬ 
ing  load  costs  and  the  final  upswing  in  costs  at  the  end  of  production, 
you  would  estimate  what  a  certain  number  of  bombers  was  going  to 
cost  you.  You  would  say  that,  well,  within  fiscal  1958,  we  believe  that 
we  couldn’t  get  delivery  of  more  than  150,  and  150  at  a  price  which 
takes  into  account  starting  load  costs  and  tapering  off  costs,  which 
would  be  approximately  X  hundreds  of  millions  of  dollars. 

That  would  be  in  the  budget  but  the  Air  Force  says,  “Look,  we 
need  more  than  150,  we  need  500.”  All  right,  then  we  will  give  you 
contractual  authority  to  go  ahead  with  500.  The  next  year  when  you 
come  in,  you  again  say  how  much  money  you  need. 

Senator  Symington.  You  have  put  in  the  expenditure  budget,  as 
you  call  it,  the  amount  of  money  that  you  believe  will  be  necessary 
to  pay  for  what  you  get  during  that  year  ? 

Mr.  Stewart.  That  is  right. 

Senator  Symington.  But,  at  the  same  time,  you  also  give,  by  law, 
the  Air  Force  the  right  to  contract  for  additional  bombers,  which  you 
will  not  have  to  pay  for  in  that  year  ? 

Mr.  Stewart.  That  is  right. 

Senator  Symington.  Is  that  correct  ? 

Mr.  Stewart.  That  is  it. 

Senator  Symington.  That  certainly  is  logical  to  me.  Let  me  ask 
you,  how  does  that  differ  from  the  present  law  ? 

Mr.  Stewart.  Well,  as  I  understand  it,  under  the  present  law,  there 
is  no  cutoff  point  at  the  end  of  any  year.  You  would  have  to  get  the 
Air  Force  money  at  the  moment.  You  would  give  then  so-called  no¬ 
year  money - 

Senator  Symington.  No  year? 

Mr.  Stewart.  Called  no-year  money. 

Senator  Symington.  What  do  you  mean? 
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Mr.  Stewart.  Money  that  is  not  limited  to  the  particular  fiscal 
year  in  which  it  finds  itself  in  the  budget.  In  other  words,  the  Air 
Force  says,  “We  have  a  3-year  program  under  which  we  will  need  X 
number  of  bombers.” 

Senator  Symington.  I  see  what  you  mean. 

Mr.  Stewart.  So,  we  now  want  obligational  authority  and  we  will 
immediately  go  out  and  obligate  these  funds  or  we  may  drag  our  heels. 

Senator  Symington.  1  understand.  Let  me  ask  you  2  or  3  ques¬ 
tions  around  that.  Would  the  contracting  company,  the  supplier, 
accept  a  contract  on  that  basis?  Do  you  think  he  would  consider  it 
■was  an  obligation  of  the  United  States  Government? 

Mr.  Stewart.  I  think  he  would.  I  think  he  would  be  even  better 
protected  on  that  basis  than  he  is  now. 

Senator  Symington.  Let  me  ask  you  the  next  question.  Suppose 
you  got  a  lot  more  airplanes,  which  would  be  a  pleasant  surprise,  put¬ 
ting  it  mildly,  than  you  expected  during  that  year.  Where  would  the 
money  come  from  to  pay  for  them  under  an  expenditure  budget? 
Would  you  get  a  supplemental  ? 

Mr.  Stewart.  If  you  underestimated,  just  as  you  do  now,  you  would 
have  to  go  in  for  a  supplemental. 

Senator  Symington.  Suppose  that  you  did  not  get  nearly  as  many 
airplanes  as  you  thought  you  would  get,  due  to  a  change  in  design, 
which  is  very  customary,  because  you  are  not  designing  for  profit,  you 
are  designing  for  security,  and  the  change  comes  in  and  you  have 
many  more  engineering  changes  which  hold  up  production.  If  you 
have  an  accrued  expenditure  budget,  what  do  you  do  with  the  money 
that  yon  do  not  spend  that  you  thought  you  were  going  to  spend? 

Mr.  Stewart.  It  would  be  included  in  the  next  year. 

Senator  Symington.  Just  be  a  carryover  then. 

Mr.  Stewart.  You  wouldn’t  carry  it  over. 

Senator  Symington.  What  would  you  do  with  it? 

Mr.  Stewart.  Gome  before  the  Appropriations  Committee  on  your 
next  year’s  budget  and  say,  “Last  year,  we  asked  for  money  for  150 
bombers.  We  only  acquired  50.  This  year,  we  want  250,”  and  at  that 
point,  the  Appropriations  Committee  would  take  a  look  and  say, 
“What  has  your  performance  been  on  your  promise  originally?” 

Senator  Symington.  What  1  want  to  know  is  what  do  you  do  with 
the  money  if  in  an  accrued  expenditure  budget,  you  asked  for  money 
to  pay  for  100  bombers  and  you  got  10?  You  have  the  money  and  it 
has  been  appropriated  by  the  Congress  and  is  in  the  hands  of  the 
Department  of  Defense  and  Air  Force,  but  you  do  not  have  the  bomb¬ 
ers  and  you  certainly  do  not  want  to  pay  for  them  if  you  do  not  get 
them.  What  do  you  do  with  that  money  ? 

Mr.  Stewart.  That  money  just  lapses  and  goes  in  on  your  next 
appropriation. 

Senator  Symington.  Then  you  just  do  not  have  that  money  any 
more  ? 

Mr.  Stewart.  That  is  right. 

Senator  Symington.  So  you  have  an  automatic  cutoff  ? 

Mr.  Stewart.  Because  you  didn’t  need  it. 

Senator  Symington.  Because  you  didn’t  need  it? 

Mr.  Stewart.  That  is  right. 

Senator  Payne.  Because  you  did  not  use  it.  You  may  have  needed 
it. 
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Senator  Symington.  This  is  very  interesting.  What  is  the  differ¬ 
ence  really  between  that  and  between  a  normal  budget  where  you 
appropriate  the  money  but  you  do  not  spend  it  unless  you  get  the 
product  and  you  carry  it  over  unless  you  cancel  ? 

Mr.  Stewart.  Under  this  system,  you  are  directing  your  attention 
to  accrued  expenditures  rather  than  obligational  authority.  Now, 
the  temptation,  if  you  have  obligational  authority,  is  to  use  it. 

Senator  Symington.  Yes. 

Mr.  Stewart.  Because  it  helps  you  get  more  obligational  authority. 
If  you  focus  attention  on  accrued  expenditures,  the  Congress  then 
gets  a  look  at  this  moving  performance  and  it  can  see  to  what  extent 
the  services  actually  needed  the  money  or  to  what  extent  they  have 
actually  used  it.  They  may  take  another  look  and  say,  “What  do 
you  need  this  year?  How  much  surer  are  you  than  before?” 

Senator  Symington.  I  did  not  hear  that,  I  am  sorry. 

Mr.  Stewart.  They  see  in  the  second  year,  when  you  come  in,  after 
you  haven’t  used  your  funds  that  year,  what  has  happened  and  Con¬ 
gress  would  be  alerted  to  the  fact  that  they  had  expected  to  acquire 
150  planes  and  only  acquired  50.  The  question  would  be  why? 

Senator  Symington.  Now  you  are  talking  management.  You  are 
not.  talking  accounting. 

Mr.  Stewart.  Accounting  is  a  tool  of  management. 

Senator  Symington.  When  you  say  why,  that  is  management. 

Mr.  Stewart.  Yes. 

Senator  Symington.  1  completely  agree  with  you  that  we  have  a 
wonderful  system  in  the  Department  of  Defense  to  see  that  nobody 
steals  any  money  but  a  rotten  system  to  see  how  we  can  operate  better, 
based  on  our  accounting.  Do  you  agree  to  that? 

Mr.  Stewart.  1  do. 

Senator  Symington.  We  have  no  management  accounting  but  we 
have  great  recording  accounting. 

Mr.  Stewart.  That  is  right,  purely  historical. 

Senator  Symington.  I  am  in  agreement  with  you,  Mr.  Stewart. 
However,  I  am  a  little  worried  about  the  position  of  the  contractor, 
how  he  would  feel  if  this  money  is  not  actually  appropriated  because 
he  has  a  great  deal  of  expense  that  he  cannot  unit  cost  out  against  that 
delivery,  which  he  might  be  afraid  of  losing,  especially  as  he  has 
a  rather  rough  time,  as  you  know,  with  the  supervisory  departments 
in  the  services. 

Now,  let’s  get  back  to  the  question  that  I  asked  a  few  minutes  ago. 
As  I  understand  it,  Mr.  Cooper  agreed  with  you  and  you  agreed,  in 
effect,  with  Mr.  Cooper  and  if  there  was  any  difference,  it  was  one  of 
degree  and  not  of  system,  is  that  right  ? 

Mr.  Stewart.  That  is  right. 

Senator  Symtngton.  Now,  what  was  the  position  of  the  Department 
of  Defense  in  this  matter?  In  other  words,  what  was  Mr.  McNeil’s 
position,  because  he  is  the  one,  as  we  all  know,  that  runs  the  money 
in  the  Department  of  Defense? 

Mr.  Stewart.  My  understanding  is  that  Mr.  McNeil  agreed  with 
most  of  the  Cooper  committee’s  recommendations,  but  did  not  agree 
with  all  of  the  accounting  recommendations. 

You  see,  they  went  to  such  matters  as  procurement  in  their  review. 

Senator  Symington.  Who  did  ? 
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Mr.  Stewart.  The  Cooper  committee. 

Senator  Symington.  We  are  not  talking  about  that.  We  are  talk¬ 
ing  about  your  recommendations  here  which  I  thought  Mr.  Cooper 
was  in  agreement  with. 

Mr.  Stewart.  As  I  understand  it,  Mr.  McNeil  agrees  with  our 
recommendations. 

Senator  Symington.  The  ones  that  you  have  made  here  ? 

Mr.  Stewart.  Yes. 

Senator  Symington.  And  is  there  any  objection  in  the  Department 
or  any  objections  in  the  Government  to  the  recommendations  you  have 
presented  here  ? 

Mr.  Stewart.  I  haven’t  seen  any. 

Senator  Symington.  Nobody  has  told  you  about  that  ? 

Mr.  Stewart.  No. 

Senator  Symington.  You  think  if  you  wrote  to  the  Department 
of  Defense  and  asked  for  their  opinion  or  the  chairman  did,  that  they 
would  come  back  and  say  they  approved  your  recommendations? 

Mr.  Stewart.  I  believe  they  would. 

Senator  Symington.  Do  you  think  all  the  long-term  contractors, 
for  bombers,  where  there  is  no  special  legislation — would  they  approve 
it,  too  ? 

Mr.  Stewart.  I  don’t  know. 

Senator  Symington.  If  they  would  not,  why  do  you  think  they 
would  not?  I  am  just  asking  for  information. 

Mr.  Stewart.  Because  it  hadn’t  been  properly  explained. 

Senator  Symington.  If  it  was  properly  explained,  they  would  ap¬ 
prove  it  ? 

Mr.  Stewart.  I  believe  if  it  were  properly  explained,  they  would  see 
advantages  in  it,  the  advantages  being  this:  Suppose  I  am  a  con¬ 
tractor - - 

Senator  Symington.  I  would  like  to  hear  the  advantages,  but  inas¬ 
much  as  the  Department  of  Defense,  you  say,  agrees  with  your  posi¬ 
tion — 

Mr.  Stewart.  Well,  Senator,  I  am  talking  about  our  report  as  a 
whole  on  the  accrued  expenditure - 

Senator  Symington.  What  is  the  difference  between  your  position 
and  your  report?  Is  not  your  report  your  position  and  your  position 
your  report  ? 

Mr.  Stewart.  But  the  accrued  expenditure  aspect  is  but  one  facet 
of  the  whole  problem. 

Senator  Symington.  Let’s  talk  about  accrued  expenditures.  Did 
the  Departmet  of  Defense  agree  with  that  part  of  your  report  ? 

Mr.  Stewart.  I  haven’t  seen  them  take  a  particular  position  but  I 
have  seen  a  letter  in  which  Mr.  McNeil  said  that  he  believed  it  was 
feasible.  It  would  present  some  administrative  problems  but  it  could 
be  done. 

Senator  Symington.  A  lot  of  things  are  feasible  that  you  do  not 
agree  with. 

Mr.  Stewart.  Exactly.  I  suspect  that  it  would  lake  some  educa¬ 
tion  in  the  Department  of  Defense. 

Senator  Symington.  You  think  they  need  it  ? 

Mr.  Stewart.  I  do,  yes. 
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Senator  Symington.  From  the  standpoint  of  business  manage¬ 
ment  ? 

Mr.  Stewart.  I  do. 

Senator  Symington.  Would  you  mind  if  I  joined  you  in  that? 

Senator  Payne.  If  I  may  join  in,  Senator,  it  has  been  needed  for 
a  long,  long  time. 

Senator,  would  you  be  willing  to  yield  the  floor  at  that  point? 
The  point  Senator  Symington  is  driving  at  is  the  very  thing  that 
you  were  recommending  and  would  give  an  answer  to  the  very  many 
constructive  positions  that  Senator  Symington  lias  taken  with  re¬ 
gard  to  certain  accomplishments  under  programs  enacted  by  the 
Congress.  It  would  pinpoint  and  definitely  explain  before  the  con¬ 
gressional  Appropriations  Committee  the  exact  determined  accom¬ 
plishment  that  a  department  made,  whether  it  is  Air  Force,  Army, 
Navy,  or  any  other  agency  of  the  Government,  with  the  moneys  that 
the  Congress  gave  to  them  to  be  able  to  carry  out  a  specific  program. 

If  they  did  not  accomplish  it,  they  would  be  in  before  the  committee 
having  to  justify  why  they  had  not  and  why  they  are  going  to  need 
so  much  more  the  next  year. 

Senator  Kennedy.  Just  to  get  it  straight  on  the  obligation,  when 
Congress  gives  authorization  for  the  purchase  of  100  planes,  instead 
of  taking  a  3-year  period,  then  the  Appropriations  Committee  does 
not  appropriate  the  entire  amount  that  first  year ;  do  they  ? 

Mr.  Stewart.  Yes,  they  give  them  obligational  authority  for  the 
entire  amount. 

Senator  Symington.  Which  the  contractor  of  the  airplane  could 
consider  as  an  advantage.  They  can  see  the  money  and  they  have  a 
lot  of  expenses. 

Senator  Kennedy.  It  does  not  have  to  be  reviewed  again  ? 

Mr.  Stewart.  That  is  right,  Senator,  and  they  feel  it  is  an  advan¬ 
tage,  but  they  also  get  things  known  as  cancellations  and  change 
orders,  which,  as  you  know,  are  very  disconcerting  to  the  contractor. 

Now  if  you  are  trying  to  obligate  money  in  order  to  retain  it,  you 
are  bound  to  put  out  some  contracts  that  you  later  want  to  change.  If 
I  were  a  contractor,  I  would  like  to  feel  I  had  a  firm  contract  which 
they  intended  to  go  through  on. 

Senator  Symington.  The  truth  of  the  matter  is,  through  the  utiliza¬ 
tion  of  engineering  changes  you  can  take  any  fixed  price  contract  and 
make  it  a  cost-plus  contract ;  am  I  correct  ? 

Mr.  Stewart.  That  is  right. 

Senator  Symington.  I  would  like  to  ask  one  more  question,  Mr. 
Chairman.  May  I  proceed  ? 

Senator  Kennedy.  Yes. 

Senator  Symington.  We  get  a  great  big  telephone  book  called  the 
budget  and  we  are  given  a  few  days  to  look  at  the  budget  and 
approve  it.  Do  you  thing  it  might  be  constructive  to  have  people 
allocated  by  the  House  Appropriations  Committee,  for  example,  and 
Senate  Appropriations  Committee,  who  would  be  physical  partici¬ 
pants  to  listen  to  the  way  that  the  budget  was  formalized,  so  that 
when  the  book  came  they  could  explain  it  themselves  or,  during  the 
process,  they  could  explain,  for  example,  to  the  chairmen  of  the  sub¬ 
committees  in  question,  what  the  budget  was  all  about?  Have  you 
ever  given  any  consideration  to  that  idea  ? 
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Mr.  Stewart.  Yes;  we  did.  As  a  matter  of  fact,  I  can  tell  you 
within  our  task  force  we  felt  that  the  Appropriations  Committees  were 
inadequately  staffed,  but  our  job  was  to  review  the  executive  branch. 
We  thought  it  might  be  presumptious  to  make  that  sort  of  recom¬ 
mendation,  but  the  General  Accounting  Office,  as  you  know,  has  been 
very  useful  to  the  Appropriations  Committees  in  certain  limited  areas. 

It  seemed  to  me  that  they  might  be  used  even  more. 

Senator  Symington.  For  example,  if  you  formulate  the  budget  of 
1  of  3  services,  90  percent  of  the  work  is  done  below  the  Secretai’y  of 
that  service.  That  would  be  my  guess  of  the  hours  of  work.  Say 
5  percent  is  done  in  the  Office  of  the  Secretary  of  Defense,  and  the  other 
5  is  done  in  the  executive  branch  above  the  Department  of  Defense, 
primarily  in  the  Bureau  of  the  Budget.  Those  figures  could  be 
adjusted  but,  in  general,  that  might  be  accurate. 

Would  it  not  be  wise  to  have  representati  ves  of  the  legislative  branch, 
with  the  premise  that  we  have  some  authority  in  this  picture  with 
respect  to  money,  allocated  to  the  committees  of  the  Congress,  or  al¬ 
located  to  the  departments  in  question,  so  they  could  watch  the  budget 
being  formulated?  It  starts  being  formulated  on  the  first  of  July 
of  the  following  fiscal  year  and  then  they  work  on  it  in  July,  August, 
September,  October,  and  they  generally  get  it  to  the  Department  of 
Defense  around  October,  perhaps  as  late  as  November.  Then  it  goes 
to  the  Bureau  of  the  Budget  and  is  rushed  through  for  the  President’s 
message  in  January.  That  is  about  the  chronology,  is  it  not? 

Mr.  Stewart.  Yes. 

Senator  Symington.  You  really  do  not  have  much  of  a  look.  You 
would  certainly  have  a  much  better  look  if  you  worked  in  the  depart¬ 
ment.  Would  you  agree  to  that  ? 

Mr.  Stewart.  Well,  I  don’t  know.  I  hadn’t  thought  of  it,  Senator. 

Senator  Payne.  Let  me  say  this,  if  I  may,  Mr.  Stewart  and  Senator 
Symington.  The.  thing  that  you  have  suggested  is  a  very  sound  one 
and,  as  a  matter  of  fact,  has  a  great  deal  of  background  behind  it.  not 
in  the  Federal  system  unfortunately,  but  it  is  a  regular  practice  basic¬ 
ally  in  State  government,  that  in  compliation  of  the  budget,  in  the 
appearances  of  various  departments  and  agencies  of  State  govern¬ 
ment.  that  representatives  of  the  legislature,  representing  both  the 
House  of  Representatives  and  the  Senate,  are  chosen  to  sit  in  and 
listen  to  all  of  the  data  that  goes  to  make  up  the  budget  that  is  finally 
to  be  presented  and  they  are  able  to  be  of  service  both  to  the  commi- 
tees  of  the  Congress  or  to  the  State  legislatures,  and  are  able  to  stand 
on  the  floor  of  the  Congress  and  give  specific  information  relative  to 
any  points  that  may  be  raised  concerning  any  feature  of  it. 

Senator  Symtngton.  I  think  that  is  most  constructive.  Thank  you, 
Senator.  I  did  not  know  that. 

Senator  Payne.  It  is  done  in  State  governments. 

Mr.  Stewart.  I  can  see  advantages  in  that  but  what  is  the  sense 
in  having  them  sit  in  if  the  basic  facts  which  support  a  decision  are 
not  available? 

Senator  Symington.  I  will  say  this,  that  in  the  five  military  budgets 
that  I  defended  myself.  I  was  convinced  that  the  Congress  approved 
reductions,  recommended  after  the  budgets  left  the  departments  in 
question,  on  an  economic,  and/or  a  political  basis,  which  they  would 
not  have  done  if  they  had  gotten  the  true  security  import  of  the  budget. 
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I  do  not  think  the  legislators  can  ever  get  that  full  understanding 
unless  they  are  in  on  the  formulation  of  the  budget  at  the  working 
levels  of  the  department  in  question. 

Thank  you,  Mr.  Chairman. 

Senator  Kennedy.  Mr.  Stewart,  we  thought  we  might  try  to  get  the 
Department  of  Defense  to  come  up  and  comment  on  some  of  the  points 
you  just  made,  and  put  them  together  in  that  way.  Perhaps  you  would 
care  to  listen  and  at  the  end  of  the  hearing,  you  could  perhaps  give 
up  any  further  thoughts  you  might  have,  either  by  letter  or  me¬ 
morandum.  Would  that  be  agreeable? 

Mr.  Stewart.  I  shall.  I  told  you  that  the  Department  of  Defense, 
I  believed,  concurred  in  these  recommendations.  1  believe  they  all 
expressed  their  position  in  writing,  as  I  understand  it,  which  is  more 
authoritative  than  anything  I  can  say. 

I  would  like  to  say  that  from  an  accounting  standpoint,  the  Depart¬ 
ment  of  Defense  has  been  completely  inadequately  staffed.  You  can’t 
run  the  biggest  accounting  organization  in  the  world  with  one  man  on 
the  top,  and  by  the  time  we  reviewed  it,  there  were  simply  two  men  of 
supergrades  directing  the  accounting  policy.  It  is  completely  in¬ 
adequate. 

Senator  Symington.  I  beg  your  pardon  ? 

Mr.  Stewart.  I  am  saying  that  the  Department  of  Defense,  from  an 
accounting  standpoint — I  am  talking  about  topside,  is  inadequate. 
You  have  a  Comptroller  and  he  had  as  his  assistant,  at  the  time  we 
made  our  review,  only  one  individual  of  a  supergrade.  I  ask  you,  how 
can  you  run  the  biggest  financial  organization  in  the  world  with  that 
kind  of  sketchy  support  ? 

Senator  Symington.  Mr.  Chairman,  I  would  like  the  record  to  show 
that  Mr.  Stewart  and  I  never  discussed  this  matter  before  this  hear¬ 
ing.  I  could  not  be  in  more  agreement  with  him. 

Senator  Kennedy.  I  think  he  really  rendered  a  great  help  to  the 
committee.  Mr.  Stewart,  we  appreciate  your  coming  down. 

Mr.  Stewart.  Thank  you,  Senator.  I  will  write  you. 

(Statement  prepared  by  Mr.  Stewart  for  insertion  in  the  record 
follows:) 

Statement  of  J.  Harold  Stewart,  Chairman  of  the  Hoover  Commission  Task 
Force  on  Budgeting  and  Accounting 

Mr.  Chairman  and  members  of  the  subcommittee,  I  greatly  appreciate  the  privi¬ 
lege  which  you  afforded  me  to  appear  before  you  on  March  21.  The  following 
statement  is  submitted  to  direct  attention  to  particular  provisions  of  the  bills 
under  consideration. 

S.  2369  and  S.  2480  are  identical  bills,  the  substance  of  which  is  also  included 
in  S.  3199.  Consequently  my  comments  are  directed  to  the  latter  bill. 

Section  1  ( a ) 

This  section  appears  to  be  designed  to  carry  out  recommendation  No.  20  of  the 
task  force  (recommendation  No.  22  of  the  Commission),  which  had  the  purpose 
of  stimulating  the  preparation  of  informative  reports  on  the  financial  results  of 
the  Government’s  activities  and  placing  the  responsibility  for  such  reporting  on 
the  Director  of  the  Budget.  There  is  a  great  deal  of  preparatory  work  required 
within  the  several  executive  departments  and  establishments  before  the  Director 
of  the  Budget  can  produce  reports  which  show  reliably  the  financial  results  of 
their  activities.  I  believe  it  would  be  more  realistic  if  the  Congress  recommended 
the  attainment  of  the  desired  result  at  the  earliest  possible  date  and  left  the  ac¬ 
complishment  of  it  to  executive  action. 
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Section  1  (b) 

This  section  recommends  certain  amendments  to  section  216  of  the  Budget  and 
Accounting  Act,  1921. 

The  proposed  amendments  section  216  (a),  (c),  and  (d)  would  in  my  opinion 
give  a  necessary  impetus  to  the  use  of  cost-based  budgets  for  management  pur¬ 
poses  and  in  making  fund  allocations  within  departments  and  agencies. 

Should  S.  3199  be  amended  to  include  a  provision  that  the  annual  budget  be 
expressed  in  terms  of  annual  accrued  expenditures,  as  Senator  Payne  has  indi¬ 
cated  it  might,  the  enactment  of  sections  216  (a),  (c),  and  (d)  is  absolutely 
esential.  It  is  necessary  to  have  requisite  cost  information  in  order  to  develop, 
intelligently,  a  budget  in  terms  of  annual  accrued  expenditures. 

I  suggest  that  paragraph  (d)  of  section  216  end  after  the  second  comma,  which 
follows  the  word  “accomplishments.”  In  my  opinion  the  reporting  of  perform¬ 
ance  by  organizational  units  when  such  units  do  not  coincide  with  perform¬ 
ance  budget  classifications  would  be  most  helpful  to  the  Congress,  but  there  is 
so  much  preparatory  work  to  be  done  in  this  area  that  I  would  hesitate  to  recom¬ 
mend  that  there  be  a  legislative  requirement  that  it  be  done  forthwith.  I  believe 
the  Congress  can  obtain  the  same  result  through  action  of  the  Executive. 

Sectio7i  218 

Section  21S  appears  to  go  further  than  is  either  desirable  or  necessary  in  direct¬ 
ing  the  performance  of  the  Director  of  the  Budget  in  the  field  of  peronnel  utili¬ 
zation.  I  believe  the  Director  of  the  Budget  should  be  held  responsible  for  the 
intelligent  selection  and  utilization  of  his  staff.  The  limitations  on  the  number 
of  persons  assignable  to  a  particular  activity  and  the  length  of  service  in  one 
activity  are  undesirable.  For  example,  the  Department  of  Defense  and  its  sub¬ 
divisions  could  not  be  reviewed  adequately  with  such  limitations  in  effect.  It 
would  require  at  least  2  years  for  a  newcomer  to  get  his  bearings  in  the  Depart¬ 
ment  of  Defense  if  indeed  it  could  be  done  in  such  a  limited  period.  Conse¬ 
quently,  I  would  suggest  that  the  objectives  sought  by  section  218  be  accom¬ 
plished  by  executive  action,  the  Congress  emphasizing  its  concern  that  properly 
qualified  personnel  be  employed  and  that  reasonable  rotation  of  duty  was  desir¬ 
able  in  order  that  representatives  of  the  Bureau  of  the  Budget  not  become  cap¬ 
tives  of  the  organizations  for  which  they  have  review  responsibility. 

Section  120 

I  agree  with  the  proposal  that  there  be  established  in  the  Bureau  of  the  Budget, 
under  the  supervision  of  the  Director  thereof,  a  Staff  Office  of  Accounting,  the 
head  of  which  shall  be  the  Assistant  Director  of  Accounting.  However,  I  would 
provide  that  such  individual  be  appointed  by  the  Director  of  the  Budget.  The 
function  to  be  performed  is  a  responsibility  of  the  Director  of  Budget  and  were 
S.  3199  enacted  as  proposed  the  position  suggested  would  be  the  only  one  in  his 
organization  not  under  his  control. 

The  other  provisions  in  S.  3199  appear  to  be  both  necessax-y  and  desirable. 

I  ui’ge  strongly  that  the  bill  be  amended  to  require  that  the  appropriations 
by  the  Congress  be  in  terms  of  annual  accrued  expenditures.  The  transition 
to  that  form  from  the  present  method  of  appropi’iating  in  terms  of  obligational 
authority  should  be  a  matter  of  execution  by  the  Director  of  the  Budget  who 
should  be  directed  to  make  such  transition  at  the  earliest  possible  date.  It 
might  even  be  that  the  transition  could  be  a  gradual  process  to  be  effected  as 
soon  as  a  particular  agency’s  i-ecords  and  controls  will  permit. 

In  my  remarks  I  have  already  indicated  my  conception  of  the  annual  ex¬ 
penditure  budget.  The  annual  expenditure  budget  was  dealt  with  in  the  report 
of  the  task  force,  pages  37  to  40,  inclusive.  In  my  opinion,  an  annual  expenditure 
budget  is  necessary  to  the  effective  control  over  Government  expenditui-es.  In 
this  opinion  the  task  force  was  not  alone.  The  Cooper  committee,  which  ad¬ 
vised  the  Secretary  of  Defense  on  fiscal  organization  and  procedures  in  the 
Department  of  Defense,  suggested  that  consideration  be  given  to  this  form  of 
budget.  In  addition,  a  group  of  professional  accountants  who  studied  the 
matter  at  the  request  of  the  Bureau  of  the  Budget  made  such  a  proposal. 

As  I  testified  before  you,  I  believe  one  of  the  greatest  present  needs  in  the 
Federal  Government  is  centralized  dirction  and  coordination  of  the  Govern¬ 
ment’s  budgetary  and  accounting  activities  as  a  whole.  The  proposed  legisla¬ 
tion  is,  in  my  opinion,  admirably  designed  to  achieve  that  end.  By  centralizing 
responsibility  for  budgeting  and  accounting  in  the  executive  branch,  the  task 
of  the  Comptroller  General,  as  the  agent  of  the  Congress,  should  be  made  easier. 
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The  Comptroller  General  has  been  a  constructive  influence  in  accounting  re¬ 
form  in  the  Federal  Government.  It  is  hoped  that  with  the  aid  of  the  proposed 
legislation,  the  executive  branch  would  assume  and  discharge  its  responsibility 
with  equally  constructive  results. 

SUMMARY  OF  SUGGESTED  CHANGES 


Section  1  (a) 

That  this  be  accomplished  by  executive  action. 

Setcion  1  (b) 

That  section  216  (d)  end  after  the  second  comma  which  follows  the  word 
“accomplishments.” 

■Section  218 

That  this  section  be  eliminated  and  there  be  substituted  therefore  a  require¬ 
ment  that  at  the  earliest  possible  date  the  appropriations  by  the  Congress  be 
in  terms  of  annual  accrued  expenditures,  the  accomplishment  of  this  to  be  the 
responsibility  of  the  Director  of  the  Budget. 

■Section  120 

That  this  section  be  amended  to  provide  that  such  individual  be  appointed 
by  the  Director  of  the  Budget. 

Senator  Kennedy.  Perhaps  you  could  stay  and  we  will  have  the 
Department  of  Defense  up  now  and  they  might  comment  on  some  of 
these  points. 

Boston,  Mass.,  April  7, 1956. 

Hon.  John  F.  Kennedy, 

Senate  Office  Building,  Washington,  D.  0. 

Dear  Senator  Kennedy  :  I  have  been  away  from  my  office  almost  constantly 
since  I  appeared  before  you  in  Washington  and,  in  consequence,  this  is  the  first 
opportunity  I  have  had  to  submit  comments  on  the  testimony  of  Mr.  W.  .1. 
McNeil,  Assistant  Secretary  of  the  Department  of  Defense. 

I  have  read  Mr.  McNeil’s  testimony  and  it  appears  to  me  that  Mr.  McNeil  is 
in  general  agreement  with  the  provisions  of  S.  3199  and  the  possible  amendment 
which  would  place  the  annual  budget  on  an  accrued  expenditure  basis.  How¬ 
ever,  I  get  the  impression  that  he  has  some  misgivings  con  -erning  the  practical 
application  of  the  proposed  legislation.  Mr.  McNeil  has  indicated  there  was 
a  lack  of  understanding  on  the  part  of  those  who  had  recommended  changes  in 
that  the  particular  problems  of  the  Federal  Government  are  not  appreciated 
(pp.  226,  230,  234,  and  236).  It  appears  from  Mr.  McNeil’s  testimony  that  his 
paramount  concern  is  accounting  for  obligational  authority  and  making  sure 
that  no  funds  are  spent  except  under  authority  of  the  Congress.  In  this  view 
there  is  no  disagreement.  However,  the  recommendations  of  the  Hoover  Com¬ 
mission  are  designed  to  direct  attention  primarily  to  the  development  of  financial 
facts  as  a  tool  of  management.  The  accounting  for  appropriated  funds  can 
be  greatly  simplified  once  an  adequate  accounting  system  from  which  reliable 
operating  costs  can  be  derived  is  in  existence.  The  allotment  system  which 
existed  when  the  Hoover  Commission  task  force  made  its  review  comprised 
over  1  million  separate  allotments  within  the  Defense  Department.  These  allot¬ 
ments  were  used  as  a  means  of  control  over  appropriated  funds.  The  substitu¬ 
tion  of  a  sound  accounting  system  for  an  overdetailed  system  of  allotments  is 
the  essence  of  the  accounting  recommendations  as  they  pertain  to  the  Defense 
Department. 

Mr.  McNeil  talks  about  there  being  “some  misunderstanding  on  the  part  of 
some  accountants  outside  the  Federal  Government  of  the  special  accounting 
•needs  of  the  Government  and  some  impatience  with  the  maintenance  of  the 
obligation  and  expenditure  bases  of  accounting”  (foot  of  pp.  292  and  293). 
I  trust  that  this  reference  is  not  directed  at  the  budget  and  accounting  task  force 
of  the  Hoover  Commission  which  would  have  an  intimate  knowledge  of  the 
accounting  needs  of  the  Government  and  was  impatient  with  the  emphasis  which 
was  placed  upon  the  maintenance  of  the  obligation  and  expenditure  bases  to 
the  exclusion  of  the  usual  accounting  for  management  purposes. 

Again,  Mr.  McNeil  says  on  pages  296  and  297,  “I  think  we  have  got  to  get 
this  accounting  geared  in  such  a  way  as  to  encourage  or  force  management 
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decisions.  And  there  is  too  much  of  a  tendency  sometimes  to  develop  accounting 
for  accounting’s  sake  and  see  that  the  two  columns  balance.  *  *  *” 

I  am  not  conscious  that  any  of  those  who  have  reviewed  the  Defense  Depart¬ 
ment’s  accounting  situation,  whether  it  be  the  Hoover  task  force  or  the  Cooper 
commission,  have  shown  any  tendency  to  develop  accounting  for  accounting’s 
sake.  I  am  somewhat  confused  by  Mr.  McNeil's  concept  ol1  accounting.  On 
page  297  he  says,  speaking  of  the  Comptroller  General,  that  the  emphasis  of 
the  Comptroller  General’s  Office  must  be  and  properly  should  he  on  accounting 
and  then  continues  to  say,  “But  T  think  the  emphasis  has  to  be  on  getting  figures 
that  help  senior  commanders,  secretaries,  and  whatnot,  to  be  better  able  to  run 
the  show.”  If  an  accounting  system,  which  is  nothing  more  than  a  system  under 
which  financial  figures  are  developed,  does  not  develop  figures  which  help  the 
responsible  individuals  to  operate,  it  is  inadequate.  I  cannot  understand  the 
difference  between  accounting  and  “getting  figures  that  help  senior  commanders, 
secretaries,  and  whatnot,  to  be  better  able  to  run  the  show.” 

At  present,  the  figures  upon  which  action  should  be  based  are  not  developed 
as  they  are  in  industry,  under  a  system  designed  to  develop  financial  facts  for 
management,  which  development,  is  synonymous  with  accounting.  It  appears 
to  me  that  Mr.  McNeil  is  facing  two  ways.  He  emphasizes  the  necessity  of  ac¬ 
counting  for  obligations  and  then,  on  page  248,  says,  “Now,  under  that  system,  in 
the  past  I  think  the  Government  has  devoted  too  much  attention  to  the  obliga¬ 
tion  side  of  the  picUire  and  not  enough  to  the  cost.  There  is  no  question  of  that. 
But  at  the  present  time,  thei’e  is  a  great  deal  of  sentiment  to  think  only  of  costs 
and  never  of  the  obligation  side.  And  I  think  that  would  also  be  dangerous  both 
for  the  Congress  and  for  the  department.”  The  Hoover  Commission  task  force 
was  not  among  those  who  contributed  to  the  unidentified  sentiment  of  thinking 
only  of  cost  and  never  of  the  obligation  side.  As  a  matter  of  fact,  the  Hoover 
Commission  Recommendation  No.  13,  which  recommended  the  simplification  of 
the  allotment  system,  carries  with  it  the  implication  that  an  allotment  system  to 
control  appropriations  is  required  and  should  be  continued.  However,  our 
criticism  is  not  directed  at  an  allotment  system,  but  at  the  present  allotment 
system  in  the  Department  of  Defense.  The  Acting  Comptroller  General,  in  a 
letter  dated  July  9,  1954,  stated  to  the  chairman  of  the  Committee  of  Appropria¬ 
tions,  House  of  Representatives,  as  follows : 

“It  should  be  mentioned  *  *  *  that  it  becomes  increasingly  more  obvious 
that  the  excessive  use  of  detailed  administrative  allotments  as  the  basis  for 
administering  programs  under  appropriated  funds  is  a  significant  factor 
in  the  confused  and  unsatisfactory  situation  with  respect  to  financial  control 
in  the  Department  of  Defense.  The  extent  of  the  problem  which  the  Depart¬ 
ment  generates  for  itself  is  illustrated  by  the  fact  that  on  a  recent  field 
inspection  of  one  installation  it  was  noted  that  over  10,000  individual  allot¬ 
ments  or  administrative  subdivisions  thereof  had  been  established.  Each 
individual  allotment  or  administrative  subdivision  acquires  legal  status 
insofar  as  violation  of  section  3679  of  the  Revised  Statutes  (the  Anti-Defi¬ 
ciency  Act)  is  concerned.” 

The  so-called  clarifying  amendment  which  Mr.  McNeil  offers  suggested  that  the 
last  sentence  under  section  216A  he  changed  to  add  “considering  the  lead  time 
which  must  be  allowed  in  incurring  obligations  in  advance  of  incurring  costs.” 
I  do  not  believe  this  addition  is  either  necessary  or  desirable.  I  believe  it  is 
undesirable  in  the  legislation  to  get  too  far  into  the  mechanics  implementation.  A 
cost-based  budget  in  terms  of  expenditures  must,  of  course,  take  into  account  the 
lead  time  which  must  be  allowed  in  incurring  obligations  in  advance  of  incurring 
costs.  I  am  fearful  that  even  the  reference  in  the  bill  to  obligations  will  further 
accent  and  encourage  emphasis  on  the  obligational  concept  which  should  be 
replaced  with  a  cost  concept.  The  control  of  obligations  should  he  secondary 
to  management  control  which  should  be  concerned  with  costs. 

Mr.  McNeil  says  on  page  295,  “AVhile  we  agree  that  the  use  of  the  accrual 
basis  of  accounting  is  desirable  to  the  extent  of  providing  the  same  basis  of 
accounting  as  required  for  budgeting  on  a  cost  basis,  we  believe  it  is  important 
that  there  be  no  indication  in  the  bill  of  either  implying  possible  elimination  of 
the  obligation  and  expenditure  basis  of  accounting  for  funds  or  any  possible 
requirement  to  duplicate  such  accounting  through  the  use  of  another  system, 
even  with  the  understanding  that  there  be  reconciliations  between  the  two  sys¬ 
tems.  The  accrual  basis  of  accounting  can  be  integrated  within  the  basis  of 
fund  accounting  without  the  use  of  any  separate  system  of  accounts,  nor  re¬ 
quirement  for  a  reconciliation  between  separate  cost  and  obligation  accounts. 
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Such  integration  is  often  facilitated  by  the  use  of  revolving  funds,  as  in  the 
Department  of  Defense,  financing  inventories  of  consumable  material  and  pro¬ 
duction  of  goods  and  services  in  industrial  and  commercial  type  activities,  for 
sale  to  activities  financed  by  appropriated  funds.”  Mr.  McNeil  in  this  statement 
indicates  that  the  obligation  and  expenditure  basis  of  accounting  represents  an 
accounting  system  and  expresses  fears  of  possible  requirement  to  duplicate  such 
accounting  through  the  use  of  another  system.  Certainly  the  present  obligational 
system  is  not  such  an  accounting  system  as  should  be  used  for  management  pur¬ 
poses.  Mr.  McNeil’s  statement  would  appear  to  indicate  that  he  looks  upon  the 
obligational  accounting  of  the  Defense  Department  as  an  accounting  system.  It 
is  not  a  question  of  the  elimination  of  the  obligation  and  expenditure  basis  of 
accounting  for  funds.  The  real  question  is  simplification  of  that  system  with 
the  drastic  reduction  in  the  over  1  million  allotments  and  the  substitution 
therefor  of  an  accounting  system  from  which  understandable  financial  informa¬ 
tion  can  be  obtained  for  management. 

Mr.  McNeil  has  further  pointed  out  the  responsibility  for  accounting  principles 
and  standards  in  the  executive  branch  should  lie  in  the  Director  of  the  Budget 
rather  than  the  Comptroller  General.  The  task  force  considered  this  matter  very 
carefully  and  it  was  our  conclusion  that  although  in  theory  and  in  industry 
accounting  responsibility  would  lie  entirely  with  the  executive,  in  the  case 
of  the  Federal  Government  the  responsibility  for  operations  was  not  and  prob¬ 
ably  never  can  be,  clear  cut.  The  Congress  has  some  degree  of  responsibility 
even  though  the  prime  responsibility  for  operations  lie  with  the  executive.  It 
appeared  to  us  that  Comptroller  General,  as  an  arm  of  the  Congress,  had  used 
his  authority  for  setting  principles  and  standards  with  great  discretion.  These 
principles  and  standards  have  been  set  on  a  broad  and  flexible  basis  and  present 
no  obstacle  to  effective  operation  in  the  executive  department.  We  do  not  be¬ 
lieve  that  the  proposed  Assistant  Director  of  Accounting  in  the  Bureau  of  the 
Budget  would  be  in  any  way  hampered  by  a  conflict  in  concept  of  standards  and 
principles.  If  that  day  should  come,  the  Congress  would  then  be  compelled  to 
resolve  any  differences,  but  to  anticipate  them  now  will,  I  believe,  only  result  in 
debate  and  conflict  over  a  purely  theoretical  question.  There  is  nothing  in  the 
pronouncements  of  the  Comptroller  General  to  date  which  would  do  other  than 
strengthen  the  hands  of  those  in  the  executive  branch  who  have  a  desire  to  effect 
management  improvements.  I  do  not  agree  with  Mr.  McNeil  when  he  says,  on 
page  297,  “that  the  emphasis”  of  the  Comptroller  General,  “must  be  and  properly 
should  be,  on  accounting.”  Accounting  is  but  one  tool  used  in  performance  by 
the  agencies  and  the  Comptroller  Geneiail’s  attention  must  be  directed  to  agency 
performance,  including  an  appraisal  of  the  adequacy  of  its  accounting  mecha¬ 
nism  and  the  reliability  of  its  financial  representations. 

One  of  our  observations  in  connection  with  the  Defense  Department  was  that 
there  was  a  great  underestimation  of  the  necessity  for  and  uses  of  an  up-to-date 
accounting  organization.  Accounting  and  budgeting  are  so  closely  related  that 
it  is  impossible  to  deal  with  one  without  considering  the  other.  Sound  budgeting 
requires  a  knowledge  of  financial  facts  developed  through  an  accounting  system. 
In  our  task  force  report  we  said : 

At  the  Department  of  Defense  level  the  necessity  for  accounting  strength 
in  the  comptrollership  organization  does  not  appear  to  have  been  appreciated 
fully  despite  heavy  accounting  responsibility  which  has  no  counterpart  in 
industry.  For  example,  the  accounting  function  is  staffed  with  but  one 
super  grade  civilian  employee,  a  GS-16  (base  pay  $12,000  per  annum)  where¬ 
as  the  Comptrollers’  budget  staff  includes  7  positions  in  the  super  grade  of 
which  1  is  a  GS-18  (base  pay  $14,800  per  annum) . 

I  think  it  will  be  generally  agreed  that  sound  budget  preparation  requires  as 
its  foundation  financial  facts,  particularly  costs,  developed  through  an  adequate 
accounting  system. 

On  pages  800  and  301  of  his  testimony,  Mr.  McNeil  suggests  a  restatement  of 
the  proposed  section  113C.  I  do  not  believe  a  restatement  along  the  lines  indi¬ 
cated  is  useful.  There  is  nothing  in  the  proposed  restatement  that  cannot  be 
accomplished  under  the  legislation  as  proposed.  I  think  the  portion  beginning 
with  the  last  sentence  on  page  300,  which  says,  “In  addition,  the  accounting  sys¬ 
tem  required  shall  include  adequate  monetary  property  accounting  records, 
integrated  with  the  appropriated  fund  accounts.  Wherever  desirable  to  facilitate 
this  integration,  the  use  of  revolving  funds  shall  be  encouraged  to  finance  pro¬ 
curement  and  inventories  of  consumable  materiel  and  production  of  goods  and 
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service  for  sale  on  a  reimbursable  basis  to  consuming  activities  financed  by 
appropriated  funds,”  is  particularly  undesirable  because  it  attempts  to  pre¬ 
scribe  the  method  of  keeping  the  records  and  even  goes  so  far  as  to  require 
that  property  accounting  records  shall  be  integrated  with  the  appropriated 
fund  accounts — whatever  that  may  mean.  The  concluding  sentence  which  says 
that  the  use  of  revolving  funds  should  be  encouraged  to  linance  procurement 
of  inventories,  etc.,  is  again  a  matter  of  detail  which  should  be  left  flexible. 
It  is  not  primarily  an  accounting  matter.  There  are  at  present  those  in  the 
Defense  Department  who  are  zealots  in  the  application  of  revolving  funds  and 
oppose  any  accountin  improvement  which  does  not  envision  the  use  of  revolv¬ 
ing  funds.  This  situation  was  recognized  by  the  Budget  and  Accounting  Task 
Force  which  took  the  position  that  revolving  funds  in  certain  instances  were 
very  useful,  but  should  not  be  looked  upon  as  a  panacea  for  curing  the  account¬ 
ing  ills  of  the  Department. 

In  stating  its  position  on  the  Commission's  report  on  Budgeting  and  Account¬ 
ing,  the  Defense  Department  with  respect  to  recommendation  No.  15  has  appar¬ 
ently  resented  an  implication  that  there  may  be  disadvantages  in  the  use  of 
revolving  funds.  It  was  the  considered  judgment  of  the  task  force  that  under 
certain  circumstances  the  use  of  revolving  funds  minimized  congressional  con¬ 
trol  of  agency  operations  and  that  their  widespread  use  could  result  in  too  many 
pockets  of  funds  which  become  cumbersome  from  the  standpoint  of  efficient 
administration.  The  Defense  Department  apparently  does  not  concur  in  this 
view.  It  has  taken  the  position  that  the  Commission’s  report  on  Business  Organ¬ 
ization  of  the  Department  of  Defense  differs  from  that  of  the  Budget  and  Ac¬ 
counting  Task  Force.  This  is  not  so.  I  was  Chairman  of  the  Budget  and 
Accounting  Task  Force  and  likewise  was  a  member  of  the  separate  task  force 
headed  by  Mr.  Charles  R.  Hook,  Sr.,  which  studied  the  business  organization  of 
the  Department  of  Defense  and  in  the  latter  capacity  it  was  my  particular 
responsibility  to  deal  with  financial  controls.  You  will  notice  that  the  report 
of  the  Business  Organization  of  the  Department  of  Defense  dealt,  on  page  78r 
with  the  matter  of  revolving  funds  and  recommended  their  continued  and  ex¬ 
tended  use  where  they  are  suitable.  The  latter  limitation  is  consistent  with  the 
Budget  and  Accounting  Task  Force  position  that  revolving  funds  should  be 
employed  only  in  situations  where  they  provide  greater  economy  and  efficiency 
than  do  direct  appropriations.  The  importance  of  the  matter  of  whether  or 
not  revolving  funds  are  utilized  in  the  Department  of  Defense  has,  in  my  opinion, 
been  overemphasized.  The  first  need  is  a  sound  accounting  system  and  the  mat¬ 
ter  of  funding  appropriations  is  a  collateral  matter.  The  Committee  on  Business 
Organization  of  the  Department  of  Defense  said  in  speaking  of  working  capital 
funds  on  page  7S  of  its  report  “revolving  funds  buttressed  by  accounting  systems 
which  disclose  full  costs  of  operations,  contribute  to  improved  management 
control.”  Consequently,  in  recommendation  17  of  the  Commission,  the  use  of 
working  capital  funds  was  recommended  wherever  they  would  add  to  efficient 
management. 

I  have  dwelt  on  this  matter  of  working  capital  funds  at  some  length  because 
there  has  developed  an  ideological  struggle  for  and  against  them.  I  believe  this 
is  unfortunate,  I  do  not  believe  one  can  take  a  flat  position  for  them  under  all 
circumstances  or  against  their  use  under  any  circumstances  and  to  place  their  use 
as  a  prerequisite  to  accounting  improvement  will  impede  progress. 

The  position  that  the  Government  cannot  adopt  businesslike  practices  be¬ 
cause  its  problems  are  different  was  anticipated  at  the  time  of  our  report.  In 
my  opinion,  the  differences  are  attributable  largely  to  a  willingness  in  Govern¬ 
ment  to  go  along  without  change.  The  same  argument  is  used  in  business  when 
changes  are  suggested.  A  frequent  defense  is  that  the  particular  business  under 
consideration  is  unique  and,  consequently,  business  practices  of  demonstrated 
merit  are  of  questionable  utility. 

A  good  example  of  what  can  be  done  in  the  development  of  meaningful  financial 
reports  as  an  aid  to  management  is  found  in  the  Atomic  Energy  Commission  and 
I  believe  the  committee  would  be  interested  to  review  the  most  recent  financial 
report  of  the  operations  of  the  Commission. 

Very  truly  yours, 


J.  Habold  Stewabt. 
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STATEMENT  OF  MAURICE  H.  IANMAN,  JR.,  ASSISTANT  GENERAL 

COUNSEL  (FISCAL  MATTERS);  ACCOMPANIED  BY  HOWARD  W. 

BORDNER,  DEPUTY  COMPTROLLER  FOR  ACCOUNTING  POLICY, 

DEPARTMENT  OF  DEFENSE 

Senator  Kennedy.  We  have  just  received  the  statement  of  the  De¬ 
partment  of  Defense  on  S.  3199.  It  has  just  been  handed  to  me. 
None  of  us  had  had  an  opportunity  to  read  it.  Would  you  give  me 
some  idea — — 

Mr.  Lanman.  Senator,  as  explained  yesterday,  the  breadth  and 
scope  of  the  bill  and  the  short  time  involved  prevented  us  from  giv¬ 
ing  you  the  type  of  analysis  that  you  asked  for  yesterday.  We  have 
done  our  best  today  to  prepare  a  statement  which,  in  the  main,  dis¬ 
cusses  the  major  issues  raised  in  this  bill. 

We  have  also  brought  with  us,  for  purposes  of  inserting  in  the  rec¬ 
ord,  our  detailed  comments  on  Mr.  Stewart’s  report,*  which  are  the 
official  positions  of  the  Department  of  Defense  with  respect  to  many 
of  the  items  covered  by  this  bill,  and  intend  to  put  that  in  the  record. 

(Comments  of  the  Department  of  Defense  on  the  task  force  report  re¬ 
ferred  to  were  not  entered  in  the  record  on  this  date.  See  p.  215. 

Mr.  Lanman.  We  must  say,  however,  that  we  have  had  no  advice 
from  the  Bureau  of  the  Budget  or  the  President,  with  respect  to  ap¬ 
proval  of  the  comments  which  we  have  made  on  Mr.  Stewart’s  report. 

Senator  Kennedy.  When  do  you  think  you  could  get  that? 

Mr.  Lanman.  I  don’t  know,  sir.  We  have  had  no  opportunity  ac¬ 
tually  to  submit  other  than  our  report  on  the  Hoover  Commission  and 
to  ask  for  approval. 

Senator  Kennedy.  I  am  not  taking  exception  to  you  personally  as 
1  understand  you  are  overloaded  with  work  anyway,  but  this  Hoover 
Commission  report  has  been  before  us  for  about  10  or  11  months.  I 
think  it  would  be  helpful  to  get  the  Bureau  of  the  Budget  and  the 
Department  of  Defense  and  all  other  interested  parties  coordinated 
on  a  viewpoint  which  you  could  give  us.  We  have  some  responsi¬ 
bilities.  We  do  not  want  to  act  without  making  sure  that  we  have 
everybody’s  viewpoint. 

Mr.  Lanman.  Mr.  Chairman,  our  comments  were  delivered  to  the 
Bureau  of  the  Budget  in  October  1955. 

Senator  Kennedy.  Have  you  heard  from  them  on  these  comments  ? 

Mr.  Lanman.  We  have  not  had  any  official  advices,  sir ;  and  on  this 
particular  legislation,  we  have  not  submitted  anything  to  them,  since 
we  have  been  attempting  to  prepare  our  position  for  the  purpose 
of  submitting  it  to  them. 

Senator  Kennedy.  Is  that  customary — the  statement  you  sent  in  in 
October — to  have  not  received  any  answer? 

Mr.  Lanman.  Well,  sir,  as  you  pointed  out,  the  Hoover  Commis¬ 
sion  report  was  a  very  broad  study  and  covered  many  complex  sub¬ 
jects  and  our  comments  on  them  are  substantial  and  complex. 

Senator  Kennedy.  Did  you  ask  for  or  expect  an  answer  back,  or  did 
you  just  send  it  in  to  them  and  then  expect  that  they  would  get  in 
touch  with  us  ? 

Mr.  Lanman.  I  am  not  thoroughly  familiar  with  the  procedure 
under  which  the  Hoover  Commission’s  recommendations  are  being 
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handled  within  the  executive  branch.  I  do  know  that  we  were  asked 
for  our  comments  and  filed  them  and  that  we  have  permission  to  dis¬ 
cuss  them  so  long  as  we  make  it  clear  that  they  have  not  been  approved 
by  the  executive  branch. 

'  Senator  Kennedy.  Well,  we  can  talk  this  over  when  we  get  the  rep¬ 
resentative  of  the  Bureau  of  the  Budget  back  up  again.  Will  you  go 
ahead,  please. 

Senator  Symington.  Mr.  Chairman,  may  I  make  a  request?  I  have 
to  be  at  the  opening  of  the  morning  session  if  I  can,  or  very  shortly 

thereafter,  and  this  statement  will  take  some  30  minutes  to  read - 

and  it  might  take  longer  than  that.  Would  it  be  in  order  if  I  asked  a 
couple  of  questions,  please,  on  Mr.  Stewart’s  report? 

Senator  Kennedy.  I  think  that  will  be  helpful.  After  looking  this 
over  very  completely,  we  might  meet  again  on  Monday  and  call  you 
back  to  go  over  it  in  detail.  We  only  have  a  very  few  minutes  left. 
Perhaps  the  best  procedure  would  be  for  you  to  go  ahead,  Senator 
Symington,  and  then  have  Senator  Payne  follow. 

Senator  Symington.  Senator,  would  you  yield  ? 

Senator  Payne..  Yes. 

Senator  Symington.  Would  you  give  me  your  name  again,  sir? 

Mr.  Boro  n  Eli.  IT.  W.  Bordner. 

Senator  Symington.  How  do  you  spell  it  ? 

Mr.  Bordner.  B-o-r-d-n-e-r. 

Senator  Symington.  You  are  what? 

Mr.  Bordner.  Deputy  Comptroller  for  Accounting  Policy. 

Senator  Symington.  Accounting  Policy  ? 

Mr.  Bordner.  Yes. 

Senator  Symington.  And  you  work  for  Mr.  McNeil  ? 

Mr.  Bordner.  Yes,  sir. 

Senator  Symington.  Have  you  anybody  in  your  department  named 
Lehrer? 

Mr.  Bordner.  Max  Lehrer  ? 

Senator  Symington.  How  do  you  spell  that? 

Mr.  Bordner.  L-e-h-r-e-r. 

Senator  Symington.  What  is  his  position  ? 

Mr.  Bordner.  He  is  not  in  my  division. 

Senator  Symington.  What  is  his  title? 

Mr.  Bordner.  I  am  not  certain - 

Senator  Symington.  Will  you  supply  it  for  the  record  ? 

Mr.  Bordner.  Yes,  we  can  supply  it.  (Title  of  Mr.  Max  Lehrer  as 
supplied  by  Mr.  Bordner:  Director,  Economic  and  International  Se¬ 
curity  Estimates  Division.) 

Senator  Symington.  Let  me  ask  this  question.  You  heard  Mr. 
Stewart’s  testimony  with  respect  to  accrued  expenditures ? 

Mr.  Bordner.  I  heard  part.  We  came  in  during  his  testimony. 

Senator  Symington.  Well,  as  I  understood  it,  the  idea  is  that  you 
only  appropriate  the  money  that  you  need  to  pay  for  what  you  get 
for  the  year  in  question  and  that  you  do  not  ask  for  the  money  for 
additional  years.  What  do  vou  think  of  that  concept  of  a  budget? 

Mr.  Bordner.  You  are  talking  about  a  new  concept  of  a  basis  of 
appropriations,  an  obligational  authority  which  is  not  embodied  in 
this  bill. 


BUDGETING  AND  ACCOUNTING 


91 


Senator  Symington.  I  am  talking  about  his  idea  that  the  Depart¬ 
ment  only  ask  for  the  money  that  it  would  pay  out  in  the  year  in  ques¬ 
tion  for  what  it  receives  or  what  is  in  process  of  shipment. 

Mr.  Bordner.  We  think  that  the  idea  has  merit,  if  you  accompany 
the  idea  of  appropriations  for  accrued  expenditures  with  the  idea  of 
obligational  authority  in  terms  of  contract  authority. 

Senator  Symington.  What  do  you  mean  by  what  you  just  said  ? 

Mr.  Bordner.  Well,  in  other  words,  that  we  buy  so  much  material 
and  we  construct  public  works  with  a  long  lead  time  that  we  need 
financial  authority  from  Congress  as  a  basis  to  obligate.  We  couldn’t 
very  well  control  our  operations  administratively,  looking  in  advance 
to  the  future,  without  it.  Neither  could  the  Congress  control  it.  So, 
you  would  have  to  have  some  supplemental  advice,  such  as  contract 
authority,  to  cover  the  financial - 

Senator  Symington.  Mr.  Stewart  said  he  would  agree  to  contractual 
authority  as  part  of  his  plan. 

Mr.  Bordner.  Yes. 

Senator  Symington.  But,  that  he  would  only  recommend  that 
money  actually  be  appropriated  to  take  care  of  expenditures  of  the 
fiscal  year  in  question. 

Mr.  Bordner.  Yes. 

Senator  Symington.  Now,  that  is  one  and  two.  Do  you  have  the 
contractual  authority  ? 

Mr.  Bordner.  That  is  right. 

Senator  Symington.  But  you  only  ask  for  and  receive  the  money 
that  you  feel  you  would  pay  out  for  merchandise  received  in  the  year 
in  question.  What  do  you  think  of  that  plan ?  Would  you  be  for  it? 

Mr.  Bordner.  The  idea  has  merit. 

Senator  Symington.  Would  you  be  for  it  ? 

Mr.  Bordner.  Yes,  if  it  is  carried  out  right. 

Senator  Symington.  How  do  you  mean  if  it  is  carried  out  right  ? 

Mr.  Bordner.  If  it  is  carried  out  with  adequate  planning  and  prep¬ 
aration  for  it,  so  that  we  do  not  have  a  period  of  chaos  in  getting 
started. 

Senator  Symington.  How  are  you  going  to  have  any  chaos  if  you 
have  a  good  plan? 

Mr.  Bordner.  No  plan  is  any  good  unless  it  is  carried  out  right. 
The  administrative  problems  of  carrying  it  out  internally  are  so  great 
that  you  need  a  certain  period  of  preparation  in  order  to  shift  over. 
That  is  all  I  meant. 

Senator  Symington.  Mr.  Bordner,  I  am  only  asking  for  informa¬ 
tion  and  I  want  to  get  your  opinion  and  I  respect  your  opinion.  You 
say  that  the  idea  has  merit.  Then  I  asked  if  you  are  for  it  and  you 
say,  “Yes,  provided  it  is  handled  properly.”  Do  you  think  it  could 
be  handled  properly  ? 

Mr.  Bordner.  Yes. 

Senator  Symington.  Would  you  recommend  it  as  a  procedure  in 
the  Department  of  Defense — would  you  recommend  it  to  the  Appro¬ 
priation  Committees  ? 

Mr.  Bordner.  We  are  willing  to  recommend  it  and  have  so  indi¬ 
cated  in  this  statement  of  the  Department  of  Defense's  views,  over 
Mr.  Wilson’s  signature  addressed  to  the  President. 
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Senator  Symington.  Would  you  like  to  recommend  it  ? 

Mr.  Bordner.  We  don’t  think  it  is  necessary. 

Senator  Symington.  Why  would  you  recommend  it  at  all  if  you 
do  not  think  it  is  necessary  ? 

Mr.  Bordner.  We  think  it  has  certain  merit,  not  as  much  as  has 
been  represented.  We  believe  that  it  would  have  merit  from  the  stand¬ 
point  of  making  clearer  to  the  public,  to  everybody  concerned,  the 
nature  of  the  carryover  of  funds. 

Senator  Symington.  Do  you  think  it  is  a  better  system  ? 

Mr.  Bordner.  It  would  cut  down  the  carryover  of  funds,  and  the 
appropriations  would  be  more  in  line  with  the  expenditures  from  year 
to  year,  which  are  actually  of  primary  attention  in  the  balancing  of 
the  budget,  year  by  year,  anyhow. 

Senator  Symington.  Do  you  think  it  would  be  a  better  system  than 
the  system  you  have  or  the  system  you  have  is  a  better  system  than 
the  system  recommended  by  Mr.  Stewart  ? 

Mr.  Bordner.  We  can  do  the  same  thing  within  the  system  that  we 
have  now,  as  far  as  cost  control  and  control  over  accrued  expenditures. 

Senator  Symington.  Then,  what  you  are  saying - 

Mr.  Bordner.  We  do  not  believe  that  as  far  as  a  margin  of  superi¬ 
ority  is  concerned,  it  is  as  great  as  has  been  represented,  but  there  is 
some  superiority  to  it.  In  fact,  I  would  like  to  make  the  statement 
that  Mr.  McNeil  prepared  a  memorandum  on  this  subject  for  Senator 
Byrd,  as  far  back  as  January  1953,  and  made  the  first  proposal. 

Senator  Kennedy.  Do  you  have  a  copy  of  that  memorandum? 

Mr.  Bordner.  We  will  put  it  in  the  record. 

(The  memorandum  to  Senator  Byrd  follows:) 

Increasing  Congressional  Control  Over  Expenditures  by  Adoption  of  an 
Expenditure  Basis  for  Appropriations 

Many  have  expressed  concern  in  recent  years  over  possible  weakness  of  con¬ 
gressional  control  over  expenditures  under  the  appropriation  process.  In  one 
effort  to  strengthen  its  control  over  expenditures,  Congress  in  section  638  of 
the  Legislative  Reorganization  Act  of  1946,  set  the  annual  task  for  itself  of  balanc¬ 
ing  the  budget  of  receipts  and  expenditures,  or  of  authorizing  in  advance  a 
specific  increase  in  the  Federal  debt  to  finance  the  indicated  deficit.  This  is  not 
now  being  done,  although  the  importance  of  the  objective  is  generally  recognized. 

Because  appropriations  are  made  simultaneously  in  terms  of  both  obligational 
and  expenditure  authority  and  because  obligations  (especially  for  construction 
and  major  defense  procurement  and  production)  are  authorized  by  appropria¬ 
tions  for  as  much  as  2  or  more  years  in  advance  of  expenditures,  there  is  often 
little  relation  between  the  amounts  appropriated  for  any  given  year  and  the  ex¬ 
penditures  estimated  for  that  year.  To  most  people,  this  confuses  the  problem  of 
balancing  the  budget  of  receipts  and  expenditures. 

Many  legislators,  as  well  as  businessmen  and  other  interested  groups,  have 
been  concerned  in  the  last  2  years  over  the  effect  on  current  expenditures  of  prior 
years’  appropriations.  For  example,  for  the  fiscal  year  1954,  estimated  defense 
expenditures  are  somewhat  greater  than  appropriations  requested  for  new  obliga¬ 
tional  authority,  and  there  is  a  large  carryover  of  unexpended  appropriations  for 
which  obligations  have  been  incurred  requiring  future  expenditures.  There  is  a 
natural  desire  in  Congress  to  review  the  current  status  of  these  unexpended 
balances,  including  unliquidated  obligations,  to  see  if  it  is  possible  to  rescind  any 
part  thereof  without  impairing  the  effectiveness  of  planned  programs.  It  is  ex¬ 
tremely  difficult  for  tlie  Congress  to  grapple  with  this  problem  in  the  absence 
of  voluminous  current  data.  These  difficulties  are  inherent  because  of  the  fluid 
state  of  procurement  actions  from  month  to  month,  the  relatively  long  periods 
of  production  and  deliveries  after  contracts  are  placed,  and  the  relatively  long 
period  required  by  the  entire  budget  review  process.  Data  on  this  subject  would' 
not  only  he  expensive  and  difficult  to  prepare ;  it  would  become  out  of  date  almost 
as  soon  as  prepared. 
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There  is  not  a  universal  awareness  that  the  budgeting  and  appropriation  proc¬ 
ess  is  a  continuing  one,  and  that  it  is  impossible  to  review  programs  from  a  finan¬ 
cial  standpoint  on  the  basis  of  one  fiscal  year  at  a  time.  In  this  respect  the  prob¬ 
lem  is  most  acute  in  the  area  of  construction,  procurement,  and  production,  where 
the  lead  time  required  between  order  and  delivery  is  2  or  3  years.  A  given  annual 
budget  should  always  require  consideration  of  the  impact  on  future  years’  expendi¬ 
tures  ;  it  generally  should  involve  consideration  of  current  production  and  receipts 
of  goods  procured  under  prior  appropriations  with  relation  to  current  and  future 
program  requirements.  Current  budgets,  which  are  presented  with  emphasis  on 
future  obligational  authority,  do  not  now  clearly  exhibit  expenditure  forecasts. 
A  more  extended  discussion  of  this  subject  is  presented  in  appendix  B. 

Neither  is  it  always  appreciated  that  some  lead  time  in  program  planning  is 
required  in  order  to  efficiently  change  the  levels  or  volume  of  complex  programs, 
especially  with  respect  to  procurement,  production,  and  construction. 

In  connection  with  appropriation  acts  for  the  fiscal  year  1953,  certain  expendi¬ 
ture  limitations  were  established ;  others  were  proposed  but  not  established. 
These  limitations  might  better  have  been  in  the  form  of  appropriations  from  the 
standpoint  of  administrative  economy  and  simplicity,  although  this  would  have 
required  development  of  a  new  concept  of  the  basis  of  budgeting  for  the  Federal 
Government. 

There  is  set  forth  herein  a  proposal  for  consideration  of  an  expenditure  basis 
for  appropriations  with  separate  obligational  authorizations  for  long  lead-time 
expenditures  for  procurement,  production,  and  construction.  Some  of  the  prob¬ 
lems  are  set  forth — there  may  be  others.  This  is  a  complex  subject  in  terms  of 
congressional  control,  budget  preparation  and  justification,  financial  administra¬ 
tion,  and  actual  operations.  Details  have  been  omitted  from  this  discussion  in 
order  not  to  obscure  major  features  of  such  a  plan.  In  considering  any  plan 
relative  to  congressional  control  over  expenditures,  it  must  be  recognized  there 
is  no  completely  satisfactory  answer  to  the  question  of  tight  congressional  control 
on  the  one  hand,  and  on  the  other  hand,  necessary  agency  operating,  latitude  to 
meet  changing  conditions  during  the  ensuing  budget  period. 

There  are  those  who  will  say  that  the  addition  of  the  concept  of  expenditure 
appropriations  will  not  provide  any  additional  congressional  control  over  spend¬ 
ing — that  Congress  may  and  should  carefully  consider  expenditures  in  advance 
when  undertaking  through  appropriations  to  authorize  both  obligations  and  ex¬ 
penditures.  There  is  considerable  truth  in  that  view.  Yet  the  fact  remains, 
under  present  methods,  the  translation  and  consideration  of  budgets  in  terms  of 
estimated  obligations,  into  expenditure  estimates  are  not  fully  understood,  except 
by  a  limited  number  of  people  :  and  in  the  confusion,  inadequate  attention  appears 
to  he  given  to  expenditure  effects  by  fiscal  years.  If  there  is  any  merit  in  the 
proposed  change  in  the  appropriation  basis  from  the  standpoint  of  substantially 
clarifying  and  improving  budget  estimates  (including  expenditures)  and  the  proc¬ 
ess  of  their  review  and  evaluation,  the  change  should  be  considered. 

Appropriations  in  terms  of  expenditures,  rather  than  obligations,  are  not  new. 
The  British  have  long  employed  that  basis,  and  in  the  process  have  not  exercised 
formal  legislative  control  over  obligations.  Long  experience  in  the  United  States, 
however,  is  generally  convincing  as  to  the  need  here  for  formal  control  over  all 
obligations  having  a  major  impact  on  future  years’  expenditures. 

It  would  be  a  disservice  to  the  Congress  if  greater  emphasis  on  expenditure 
budgets,  and  the  making  of  appropriations  in  terms  of  expenditure,  were  to 
result  in  inadequate  attention  to  and  concern  for  obligational  control  of  con¬ 
struction,  procurement,  and  production.  Past  experience  with  the  use  of  separate 
contract  authorizations,  without  simultaneous  provision  for  funding  the  expendi¬ 
tures  thereunder  to  be  incurred  in  future  years,  indicates  the  danger  of  the  Con¬ 
gress  adopting  a  lax  attitude  in  considering  long-term  obligational  authority  alone 
and  putting  aside  concern  over  the  future  expenditures. 

OUTLINE  OF  CONCEPT 

1.  Good  budgeting  and  planning  starts  with  the  determination  of  clear  objec¬ 
tives  as  to  the  programs  to  be  pursued,  including  rough  evaluation  of  their  cost  as 
well  as  need.  These  determinations  should  be  projected  as  far  in  advance  as 
feasible,  covering  more  than  the  next  fiscal  year.  Changes  should  be  made  from 
time  to  time  as  basic  conditions  change.  For  example,  in  the  military  depart¬ 
ments  these  basic  determinations  involve  strength  and  composition  of  forces 
together  with  possible  deployment  and  utilization,  degree  of  modernization  of 
equipment,  levels  of  mobilization  reserves  of  materiel,  etc. 
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2.  Based  upon  these  determinations,  more  detailed  determinations  of  certain 
basic  long-term  needs  to  carry  out  the  program  are  required.  For  example,  in 
the  Military  Establishment,  these  include  construction  of  public  works,  ship  con¬ 
struction,  aircraft  procurement,  etc. 

3.  Upon  the  basis  of  these  plans,  annual  budgets  should  be  prepared  in  two 
basic  parts,  namely : 

(а)  Estimates  of  obligational  authorizations  required  for  all  construction 
and  procurement  or  production  of  major  items  to  be  undertaken  beginning  during 
the  year,  whether  or  not  completed  during  the  year  or  having  a  lead  time  of  more 
than  1  year.  Possibly  such  estimates  should  also  include  research  and  develop¬ 
ment  work,  because  most  of  it  is  also  of  a  long-term  character.  This  part  of  the 
budget  should  also  embody  data  on  obligational  authority  previously  granted  to 
the  extent  expenditures  have  not  been  made.  (See  exhibits  1  and  2,  appendix  A.) 

(б)  Estimates  of  expenditures,  separately  divided  between  (1)  those  related 
to  the  obligational  authority  for  construction  and  procurement  or  production  of 
major  items  (see  exhibit  3)  ;  and  (2)  those  concerned  with  administration,  opera¬ 
tion,  and  maintenance,  which  are  essentially  of  a  shortrterm  character  and 
controllable  on  an  annual  basis.  ( See  exhibit  4.) 

That  part  of  the  budget  concerning  construction,  procurement,  and  production 
is  analogous  to  a  budget  for  capital  expenditures,  as  the  term  is  employed  in 
business  enterprises. 

More  information  with  respect  to  the  possible  form  of  presentation  of  these 
estimates  is  furnished  in  appendix  A. 

4.  Obligational  authorization  for  construction,  procurement,  and  production  of 
major  items  (and  possibly  research  and  development)  should  be  separately  pro¬ 
vide  for  the  required  lead-time.  This  budget  would  be  separately  justified, 
administrativey  controlled,  and  accounted  for  based  upon  present  concepts  of 
control  and  accounting  for  obligational  authority.  The  estimated  and  actual  ex¬ 
penditures  related  to  such  authorizations,  both  with  respect  to  past  and  future, 
would  receive  particular  specific  attention. 

5.  That  portion  of  the  expenditure  budget  relating  to  construction,  procure¬ 
ment,  and  production  (and  possibly  research  and  development),  subject  to  sep¬ 
arate  obligational  control  as  set  forth  in  paragraph  4,  would  be  estimated,  justi¬ 
fied,  authorized,  controlled,  and  accounted  for  in  conjunction  with  the  related 
obligational  authority.  Necessarily,  such  expenditures  would  be  based  upon 
amounts  payable  to  contractors  for  materiel  or  work  as  delivered  or  completed, 
or  upon  advance  and  progress  payments  when  required  by  contracts.  Produc¬ 
tion  in  Government-operated  plants  would  be  financed  under  revolving  funds 
pursuant  to  production  orders  in  a  manner  similar  to  contracts  with  private  man¬ 
ufacturers,  in  order  to  aid  in  achieving  advantages  of  the  most  business-like 
methods  of  operation. 

6.  That  portion  of  the  expenditure  budget  relating  to  administration,  opera¬ 
tion,  and  maintenance  would  be  estimated,  appropriated,  controlled,  and  ac¬ 
counted  for  generally  in  terms  of  accrued  (applied)  costs  of  services  rendered  and 
supplies  consumed  plus  costs  of  increases  in  inventories  of  supplies  (or  minus 
costs  of  decreases  in  inventories ) .  This  basis  would  be  equivalent  on  the  whole 
to  accrued  or  true  expenditure ;  it  would  differ  from  the  present  basis  of  obliga¬ 
tions  incurred  in  the  operating  area  only  by  the  elimination  of  increases  or  de¬ 
creases  in  supplies  and  services  on  order  (see  par.  7).  However,  in  divid¬ 
ing  such  expenditure  budgeting  and  accounting  between  applied  costs  and 
changes  in  inventory  or  stock  levels,  a  new  control  point  is  added  with  respect 
to  inventories,  and  it  is  made  possible  to  more  accurately  estimate  and  to  closely 
scrutinize  budget  estimates  and  actual  performance  in  the  administrative  or 
operating  area.  Revolving  stock  funds  would  be  used  to  finance  common  items 
of  supplies  chargeable  when  consumed  to  more  than  one  appropriation. 

7.  It  would  be  necessary  for  the  Congress  to  provide  each  department  or  agency 
with  authority  to  incur  obligations  for  administration,  operation,  and  main¬ 
tenance  as  required  to  carry  out  the  programs  authorized  for  the  ensuing  budget 
year.  While  in  the  main,  these  required  obligations  would  be  the  same  as  the 
budget  estimates  of  expenditures,  certain  lead-time  is  required  in  placement  of 
procurement  contracts  for  operating  and  maintenance  supplies  and  contracts  for 
maintenance  work  for  delivery  or  performance  during  a  relatively  short  period 
after  the  end  of  the  ensuing  budget  year.  The  budgets  for  expenditures  for  ad¬ 
ministration,  operation,  and  maintenance,  should  be  supplemented  by  estimates 
of  requirements  for  such  additional  obligational  authority  which  will  result  in 
expenditures  in  the  fiscal  year  following  the  ensuing  budget  year. 
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8.  The  reporting  of  Government  fiscal  operations  would  be  extended  and 
made  comprehensive  to  embrace  all  the  operations  of  the  departments  and 
agencies  of  the  Government.  It  would  include  the  Treasury  fiscal  operations,  but 
would  not  be  confined  thereto.  In  the  process,  expenditures  would  include  not 
merely  checks  issued  or  paid,  as  the  meaning  of  the  term  is  now  limited  in  the 
Treasury  Daily  Statement,  but  also  liabilities  for  goods  received  and  services 
rendered  but  not  yet  paid  for,  as  reported  by  the  departments  and  agencies.  In 
addition,  appropriation  reimbursements  would  include  not  merely  cash  receipts, 
but  amounts  due  and  not  yet  collected,  as  reported  by  the  departments  and 
agencies.  Moreover,  the  consolidated  and  agency  financial  statements  would 
show  the  costs  of  inventories  of  stocks  on  hand  of  materials,  supplies,  and  other 
goods  acquired  from  appropriated  funds  for  consumption  or  sale.  These  addi¬ 
tional  data  are  required  in  financial  accounting  in  the  departments  and  agen¬ 
cies  for  purposes  of  control ;  much  of  it  is  already  available  but  is  unused  in 
overall  Government  reports.  Indeed,  it  is  important  to  recognize  the  impracti¬ 
cability  of  the  agencies  controlling  their  expenditures  in  terms  of  checks  drawn 
on  the  Treasury,  or  checks  paid  by  the  Treasury.  Moreover,  it  would  be  un¬ 
desirable  for  the  Congress  to  attempt  to  control  expenditures  in  such  terms 
rather  than  true  expenditures ;  to  do  so  would  invite  manipulation  by  the  agen¬ 
cies  to  increase  or  decrease  their  apparent  expenditures  in  any  year  merely  by 
deferring  payments  of  their  bills  from  1  year  to  another. 

9.  In  order  that  Congress,  especially  through  its  committees  may  give  more 
attention  to  long-term  fiscal  planning,  Government  budgets  should  include  con¬ 
tinuous,  revised  budget  estimates  for  2  years  beyond  the  fiscal  years  for  which 
appropriations  are  requested. 

10.  It  would  be  desirable  that  all  obligational  authorizations  and  appropri¬ 
ations  be  of  a  continuing  nature  in  order  to  simplify  administration  and  ac¬ 
counting.  In  order  to  provide  satisfactory  congressional  control  such  authoriza¬ 
tions  and  appropriations  would  be  accounted  for  as  follows : 

(a)  Unexpended  balances  of  appropriations  for  administration,  operation, 
and  maintenance  would  be  determined  by  each  agency  at  the  end  of  each  fiscal 
year,  with  inclusion  of  uncollected  accounts  receivable  for  reimbursements  and 
deduction  of  accounts  payable  and  other  current  liabilities  for  goods  received 
and  services  rendered.  Ninety  days  to  six  months  might  be  allowed  for  this 
procedure.  The  amount  of  such  unexpended  balances  would  lapse,  but  the  bal¬ 
ances  of  the  Treasury  “cash”  accounts,  accounts  receivable,  and  current  liabili¬ 
ties  for  each  appropriation  account  would  be  carried  forward  into  the  next  year 
and  combined  with  that  year’s  related  appropriation  accounts.  Each  agency 
would  make  corrections  in  account's  receivable  and  current  liabilities  as  they  are 
settled,  and  determine  thereby  adjustments  of  the  unexpended  balances  of  the 
“lapsed”  appropriations.  Any  accounts  or  claims  not  settled  within  a  period 
of  2  years  after  the  fiscal  year  of  an  appropriation  would  be  canceled  and  made 
subject  to  settlement  under  the  usual  claims  procedures.  These  procedures 
would  avoid  any  carryover  of  funds  for  actual  expenditure  in  a  subsequent 
year — the  same  result  as  with  annual  appropriations. 

(b)  Unobligated  balances  of  obligational  authorizations  and  unliquidated 
obligations  for  goods  on  order  would  be  carried  in  continuing  accounts  without 
lapsing,  provided,  however,  that  the  annual  additions  to  such  obligational 
authorizations  would  be  made  only  after  an  annual  justification  and  evaluation 
by  the  Appropriations  Committees  of  the  then-current  status  of  such  authoriza¬ 
tions.  This  review  would  be  made  simultaneously  with,  and  as  a  part  of,  the 
review  of  the  entire  programs,  including  those  proposed  for  the  ensuing  fiscal 
year  for  which  new  authorizations  are  requested  and  the  balance  of  the  current 
fiscal  year.  In  this  way,  any  indicated  excesses  would  be  rescinded,  in  effect,  by 
deduction  from  the  gross  obligational  authority  requested,  leaving  the  authorized 
additions  for  the  ensuing  fiscal  year  stated  in  a  “net”  amount. 

(c)  Similarly,  unexpended  balances  and  accounts  payable  under  appropria¬ 
tions  for  expenditures  for  construction,  procurement,  and  production,  would  be 
carried  forward  at  the  end  of  each  fiscal  year  into  the  next  year’s  account.  More¬ 
over,  the  annual  review  of  the  budgets  for  these  expenditures  would  also  include 
a  review  and  evaluation  of  the  unexpended  balances  of  the  current  fiscal  year  in 
conjunction  with  the  evaluation  of  projected  estimates  for  the  ensuing  fiscal  year 
in  the  light  of  actual  and  scheduled  deliveries  of  major  items  or  construction 
performance,  with  the  end  of  making  “net”  appropriations  for  the  ensuing  fiscal 
year  after  deduction  of  any  excessive  balances  of  unexpended  appropriations  for 
the  current  year.  In  addition,  each  agency  would  be  allowed  only  2  years  after 
completion  (acceptance  of  delivery)  of  any  contract  to  effect  final  settlement: 
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any  unpaid  balance  on  such  contracts  carried  in  the  accounts  of  the  agency  would 
lapse  at  the  end  of  each  fiscal  year,  and  the  claims  thereafter  would  be  subject 
to  settlement  under  the  usual  procedures. 

(d)  All  unobligated,  unexpended  balances  of  appropriations  “lapsed,”  as  pro¬ 
vided  in  (a)  above,  would  merely  be  cancelled  (figuratively  described  in  the  past 
as  returned  to  the  surplus  fund  of  the  Treasury).  Any  unpaid  balances  of 
accounts  payable  or  similar  claims,  determined  pursuant  to  (d)  and  (c)  above 
would  be  transferred  to  the  Treasury  account  for  the  settlement  of  certified 
claims. 

11.  Revolving  funds,  including  funds  of  Government  corporations,  present 
a  special  problem  in  control.  They  would  be  much  simpler  to  understand  and 
control  if  their  financial  transactions  were  not  consolidated  with  those  under 
appropriated  funds.  Congress  should  expect  to  control  these  operations  through 
expenditure  appropriations  for  increases  in  required  capital  and  reimbursements 
for  losses,  if  and  where  authorized,  recognizing  that  obligational  authorizations 
and  expenditure  appropriations  of  the  various  “customer”  agencies  provide  a 
control  over  the  costs  of  goods  or  services  provided  through  the  operations  of  such 
funds.  Gains,  if  any,  should  be  required  to  be  transferred  to  the  Treasury  as 
receipts.  Consideration  should  be  given  to  eliminating  loans  to  Government 
corporations  from  the  Treasury  and  providing  the  required  capital  only  by 
appropriation.  Excess  capital  as  it  is  determined  should  be  returned  as  Treasury 
receipts.  An  additional  type  of  control  (analogous  to  contract  authorizations) 
in  the  form  of  limitations  of  loans  committed  and  outstanding,  or  inventories  on 
hand  and  on  order,  might  be  desirable,  to  the  extent  it  can  be  established  without 
destroying  necessary  administrative  flexibility.  However,  on  this  basis,  ex¬ 
penditure  appropriations  still  would  not  cover  the  turnover  in  revolving  funds 
of  accounts  receivable,  loans,  and  inventories  acquired  for  resale  (rather  than 
use)  ;  but  there  is  no  good  reason  why  they  should  be;  and  to  establish  such 
control  would  be  incompatible  with  the  reason  for  the  existence  of  revolving 
funds. 

12.  The  question  of  classifications  of  accounts  for  appropriations  and  budget 
activities  is  very  much  at  issue  in  consideration  of  any  plan  for  improved  con¬ 
gressional  control.  Furthermore,  considerable  improvements  in  classification 
are  necessary  to  facilitate  more  intelligible  presentation  of  budget  estimates  and 
financial  reports  in  terms  of  the  programs,  functions,  and  activities  of  the  several 
agencies.  It  is  believed  that  a  better  classification  of  programs,  functions,  and 
activities,  and  the  special  emphasis  proposed  for  construction,  procurement,  and 
production,  would  permit  the  reduction  of  the  number  of  appropriations  and  the 
utilization  of  informal  and  flexible  controls  of  expenditures  between  subclassi¬ 
fications  by  the  Appropriations  Committees  and  the  Bureau  of  the  Budget  in  the 
manner  presently  followed. 

13.  This  plan  recognizes  that  responsibilitj  for  exercising  financial  controls 
over  obligations  and  expenditures,  pursuant  to  congressional  authority,  rests 
in  the  respective  departments  and  agencies,  subject  to  the  overriding  supervision 
of  the  President  of  the  United  States  with  the  assistance  of  the  Director  of  the 
Bureau  of  the  Budget.  In  this  respect,  it  is  already  generally  recognized  that  the 
Treasury  is  unable  to,  and  does  not  in  fact,  control  expenditures  through  its 
position  as  the  banker  for  the  departments  and  agencies. 

14.  From  the  standpoint  of  congressional  control,  the  plan  would  not  be  com¬ 
plete  without  recognition  of  the  requirement  for  audits  by  the  General  Account¬ 
ing  Office  of  the  operations,  accounts,  reports,  and  methods  of  financial  control 
of  the  departments  and  agencies.  This  type  of  auditing  must  be  performed 
in  the  offices  of  the  departments  and  agencies — old-fashioned  methods  of  audit¬ 
ing  accounts  of  disbursing  officers  are  inadequate.  The  General  Accounting 
Office  has  already  adopted  substantially  such  a  view,  and  terms  the  new  ap¬ 
proach  to  auditing,  “comprehensive  audits.”  Neither  would  the  plan  be  com¬ 
plete  without  providing  for  greater  congressional  attention,  through  its  com¬ 
mittees,  to  what  is  currently  happening  in  the  departments  and  agencies, 
especially  as  disclosed  by  their  reports  and  the  General  Accounting  Office.  In 
this  connection  vastly  improved  reporting  is  a  prerequisite. 

CONGRESSIONAL  ACTIONS 

Congressional  actions  which  would  provide  the  basis  of  financial  control  would 
include  the  following : 

1.  The  Appropriations  Committees  of  the  House  and  Senate  would  continue 
to  review  the  budget  estimates,  submitted  with  all  appropriation  bills,  in  terms 
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-of  obligations  as  well  as  expenditures  upon  the  basis  above  outlined.  This  is 
a  basic  feature  of  financial  control  of  expenditures  by  the  Congress.  It  is 
hoped,  however,  that  improved  budgets  and  reports,  together  with  improved 
financial  administration  in  the  departments  and  agencies,  might  facilitate  and 
shorten  the  review  process. 

2.  Each  annual,  supplemental,  or  deficiency  appropriation  act  would  be  divided 
into  2  parts,  corresponding  to  the  2  parts  of  the  budget  previously  described,  as 
follows : 

(a)  Part  I  would  consist  of  obligational  authorizations  in  addition  to  those 
previously  granted,  for  contruction,  major  procurement,  and  production  (and 
possibly  research  and  development).  It  would  authorize  the  incurring  of  all 
obligations  of  this  character,  both  long  term  and  short  term,  to  carry  out  the 
programs  approved  for  the  specific  department  or  agency.  This  part  would 
not  cover  provision  for  financing  the  contracts.  This  part  of  the  act  might  also 
be  used  to  provide  authority  to  incur  obligations  under  the  programs  for  ad¬ 
ministration,  operation,  and  maintenance  during  the  budget  year  (see  par.  7, 
p.  4). 

(b)  Part  II  would  provide  appropriations  in  terms  of  expenditures,  on  the 
basis  hereinbefore  outlined,  in  two  subdivisions,  as  follows:  (1)  Expenditures 
for  the  fiscal  year  under  all  long  term  contracts  placed  in  previous  years  and 
all  contracts  placed  during  the  same  fiscal  year,  pursuant  to  obligational  au¬ 
thorizations  for  construction,  procurement  and  production  ( and  possibly  research 
and  development)  (see  pt.  I)  ;  and  (2)  expenditures  for  the  fiscal  year  for 
administration,  operation,  and  maintenance. 

3.  The  Congress  would  continue  to  exercise  additional  expenditure  control 
through  such  specific,  continuing,  basic  laws  as  the  Antideficiency  Act. 

4.  The  congressional  Committees  on  Appropriations  and  Expenditures  (Gov¬ 
ernment  operations)  would  continue  to  review  the  operations  of  the  departments 
and  agencies  ( see  par  14. ) 

PROBLEMS 

As  will  doubtless  be  appreciated,  there  are  many  complicated  problems  re¬ 
quiring  investigation  and  resolution  before  deciding  to  embark  on  some  such 
plan  as  outlined.  This  probably  cannot  be  done  in  less  time  than  a  year,  and 
it  would  take  longer  if  there  is  not  great  pressure.  Implementation  of  such 
a  plan  would  take  a  longer  period. 

Some  of  the  major  problems  involved  in  this  plan  are  set  forth  below : 

1.  Difficulty  of  estimating  expenditures  for  construction,  procurement,  and 
production.  This  has  heretofore  been  considered  the  major  stumbling  block  in 
establishing  expenditure  limitations  or  controls.  It  has  been  extremely  difficult 
to  estimate  in  advance  with  any  degree  of  accuracy  and  in  specific  terms  what 
contracts  will  be  placed  in  any  year.  It  is  much  more  difficult  to  forecast  ex¬ 
penditures  by  each  budget  activity — present  estimates  of  total  expenditures  for 
any  individual  budget  activity  tend  to  be  misstated.  It  is  extremely  difficult  to 
predict  specific  delivery  schedules  of  items  which  are  subject  to  the  performance 
of  a  myriad  of  contractors  and  to  the  consequences  of  contingencies  such  as  the 
recent  steel  strike  and  to  satisfactory  chain  performance  by  subcontractors,  such 
as  machine  tool  manufacturers.  Not  the  least  of  the  problems  in  long-term  fore¬ 
casting  of  deliveries  are  those  resulting  from  the  necessity  of  planning  for  pro¬ 
curement  of  items  not  yet  developed  or  designed,  and  the  production  delays  which 
follow  the  general  policy  of  not  freezing  specifications  long  enough  to  get  pro¬ 
duction  volume.  Moreover,  many  major  producers  require  advance  and  progress 
payments  related  to  their  financial  outlays  under  their  contracts,  rather  than 
to  deliveries — the  relative  extent  of  such  payments  is  difficult  to  forecast.  How¬ 
ever,  in  this  respect  the  Department  of  Defense  has  made  great  progress  in 
improving  projected  detailed  delivery  schedules  by  major  items  as  a  basis  for 
estimates  of  contract  requirements.  It  would  require  study  of  the  feasibility 
of  the  problem  of  adapting  these  data  to  forecasting  expenditures  by  fiscal  year 
before  being  sure  of  the  absolute  feasibility  of  the  plan.  It  is,  of  course,  imprac¬ 
ticable  to  make  these  estimates  for  all  items  of  material;  only  the  major  items 
can  be  considered  individually— all  others  must  be  lumped,  at  least  by  categories. 

2.  The  technical  format  of  budget  estimates  and  accounting  reports,  for  pres¬ 
entation  to  the  Congress  for  the  purposes  of  justifying  requests  for  obligational 
authority  and  expenditure  appropriations,  would  require  development.  This  also 
is  required  in  order  to  permit  intelligent  appropriation  action. 

3.  There  would  be  a  considerable  change  in  administrative  practices  in 
budgetary  control  and  accounting,  as  well  as  in  preparing  budget  estimates. 
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Some  of  these  changes  would  require  time  to  consumate.  It  would  be  necessary 
to  make  these  changes  on  a  continuing  and  progressive  basis.  These  matters 
involve  Treasury  accounting  and  reporting,  as  well  as  agency  practices,  such 
as  appropriation  and  allotment  accounting  and  reporting,  financial  accounting 
for  inventories  of  materiel,  and  accounting  for  accounts  payable  for  expendi¬ 
tures  and  accounts  receivable  for  reimbursements.  However,  these  improve¬ 
ments  are  all  long  overdue.  In  this  connection,  the  greatest  administrative 
problem  would  concern  the  control  of  spending  under  long-term  contracts  for 
construction,  procurement,  and  production.  Ill-timed  or  unduly  complex  changes 
in  methods  of  financial  control  over  procurement  might  disrupt  procurement 
progress  or  result  in  higher  prices  to  the  Government. 

4.  A  program  of  education  would  be  required  both  in  the  executive  and 
legislative  branches  of  the  Government  if  the  system  were  to  be  intelligently  used. 

5.  The  precise  language  to  be  recommended  for  use  in  appropriation  hills 
would  require  study,  especially  with  reference  to  obligational  authorizations 
and  the  appropriation  classifications. 

6.  Extensive  changes  (or  a  blanket  change)  in  a  myriad  of  related  general 
statutes  would  be  required. 

PROCEDURE 

If  such  a  proposal  is  considered  worthy  of  further  exploration,  the  Comptroller 
General  and  the  Director  of  the  Bureau  of  the  Budget  might  be  asked  to  explore 
it  in  collaboration  with  such  congressional  committees  and  major  executive 
agencies,  as  may  be  deemed  desirable,  for  the  purpose  of  determining  its  feasi¬ 
bility  and  desirability,  and  recommending  a  further  course  of  action.  If  found 
to  be  feasible  and  desirable,  solution  of  the  problems  involved  therein  might 
be  worked  out  by  the  same  group. 


Appendix  A 

There  are  attached  hereto  4  exhibits  which  roughly  illustrate  1  possible  form 
of  summarizing  the  presentation  of  budget  data  under  the  proposed  plan  for 
making  appropriations  on  the  basis  of  expenditures  and  separating  obligational 
authorizations  for  construction,  procurement,  and  production. 

Exhibit  1  sets  forth  data  with  respect  to  the  status  of  obligational  authoriza¬ 
tions  for  construction,  procurement,  and  production  carried  over  from  the  last 
complete  fiscal  year  and  authorized  in  the  current  fiscal  year  not  yet  expired, 
with  estimates  for  additional  authorizations  required  for  the  ensuing  fiscal  year 
and  estimates  of  contracts  and  orders  to  be  placed  in  the  current  and  ensuing 
fiscal  year.  It  is  assumed  that  no  authorizations  will  be  requested  for  contracts 
or  orders  to  be  placed  beyond  the  end  of  the  ensuing  fiscal  year ;  such  requests 
would  be  made  in  connection  with  the  next  year’s  budget.  Further  information 
relative  to  the  basis  of  obligational  authorizations  and  accounting  therefor  is 
contained  in  pages  3  to  6  of  the  outline  of  the  proposed  plan.  In  particular,  see 
paragraphs  3  ( a ) ,  4,  5,  and  10  ( b ) . 

Exhibit  2  sets  forth  related  actual  and  estimated  data  on  contract  authoriza¬ 
tions  with  respect  to  the  status  of  unfilled  contracts  and  orders  placed  for  \ 
construction,  procurement,  and  production.  Exhibit  2  (and  also  exhibit  3)  should 
be  reviewed  in  conjunction  with  exhibit  1.  Together  they  provide  a  complete 
budget  for  what  might  be  termed  “capital  expenditures”  in  business  enterprise. 

Exhibit  3  sets  forth  related  actual  and  estimated  data  for  expenditures  for 
construction,  procurement,  and  production  in  relation  to  appropriations  carried 
over  from  the  next  to  the  last  complete  fiscal  year,  appropriations  in  the  current 
fiscal  year  not  yet  expired,  and  appropriations  requested  for  the  ensuing  fiscal 
year. 

Exhibit  4  sets  forth  actual  and  estimated  data  on  appropriations  and  expendi¬ 
tures  for  administration,  operation,  and  maintenance  for  the  last  complete  fiscal 
year,  the  current  fiscal  year  not  yet  expired,  and  the  ensuing  fiscal  year.  Further 
information  is  contained  in  pages  3  to  6  of  the  outline  of  the  proposed  plan.  In 
particular,  see  paragraphs  6  and  7,  page  4. 

Exhibit  5  is  a  sample  worksheet  which  might  be  used  to  provide  supporting 
data  for  exhibits  1  to  3  inclusive,  with  reference  to  each  of  the  major  items  to 
be  procured  involving  a  significant  amount.  A  similar  worksheet  for  construction 
projects  could  be  readily  devised. 

Exhibit  6  shows  the  format  of  balance  sheets  setting  forth  the  assets  and 
liabilities  of  each  appropriation  account  at  the  end  of  a  fiscal  year.  Interim 
balance  sheets  during  a  fiscal  year  would  be  slightly  more  complex  as  required 
in  order  to  provide  certain  necessary  budget  controls. 
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DEPARTMENT  OR  AGENCY 

Work  Sheet  Supporting  Request  for  Contract  Authorizations  and  Appropriations  for  Expenditures — Fiscal  Year  1954 
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Exhibit  6 

DEPARTMENT  OR  AGENCY 

Balance  Sheets  of  Appropriated  Funds 
Fiscal  Year  End 
description 

Appropriations 
(Use  as  many  columns  as 
necessary,  1  for  each) 

Assets  (excluding  inventories)  : 

Undistributed  balance  in  Treasury - 


Accounts  receivable  for  reimbursements : 

Intradepartmental _ 

Interdepartmental - 

Other _ 


Total  accounts  receivable. 


Total  assets 


Liabilities : 

Accounts  payable  and  accrued  expenditures : 

Intradepartmental _ _ 

Interdepartmental _ 

Other _ 


Total 


Unexpended  balance  carried  forward  to  next  year  (ap¬ 
plicable  only  for  construction,  procurement,  and  produc¬ 
tion  _ 


Unbilled  balances  of  contracts  and  orders  placed  (including 
those  unfunded ) _ 


Note. — Inventories  of  materials  and  supplies  financed  un¬ 
der  respective  appropriations _ 

Appendix  B 

Importance  of  Production  Lead  Time  in  Budget  Considerations 

Present  budgets  fail  to  indicate  clearly  the  scope  and  financial  activity  of 
the  budget  programs  carried  on  in  a  given  fiscal  year ;  moreover  in  their  present 
form,  they  tend  to  obscure  the  true  annual  costs  of  program  performance  and 
the  financial  impact  of  budget  programs  upon  the  Federal  budget.  This  is  so 
largely  because  of  the  current  practice  of  presenting  budget  programs  on  the 
basis  of  obligations,  with  the  result  that  very  little  attention  is  given  to  pro¬ 
gram  expenditures. 

It  needs  to  be  recognized  that  annual  budget  programs— especially  those 
of  a  long-term  character  such  as  major  procurement  production,  and  construc¬ 
tion — cannot  be  appraised  properly  from  a  financial  standpoint  solely  in  terms 
of  obligations.  A  good  appraisal  of  these  programs  can  be  made  only  in  terms 
of  their  expenditures,  and  adequate  consideration  of  expenditures  requires  that 
these  programs  be  viewed  on  the  basis  of  2  and  3  years  at  one  time.  This  is 
necessary  because  appropriations  generally  are  not  expended  until  deliveries 
are  received  (except  as  contractors  require  progress  and  advance  payments  to 
finance  production) ,  and  it  takes  as  long  as  3  years  for  many  items  to  be  delivered 
after  they  are  ordered. 

The  long  lead  time  inherent  in  the  production  of  most  types  of  military  equip¬ 
ment  is  largely  responsible  for  this  situation.  Lead  time  influences  delivery 
schedules  perhaps  more  than  any  other  factor.  It  plays  a  dominant  role  in 
the  programing  of  all  military  procurement  determined  to  be  required ;  and  it  is 


BUDGETING  AND  ACCOUNTING  105 

the  greatest  single  factor  responsible  for  delaying  the  expenditure  of  appropria¬ 
tions. 

Lead  time,  after  contracts  are  placed,  in  the  production  of  such  complex  items 
as  planes,  tanks,  ships,  and  guns  includes  the  time  a  contractor  must  devote 
to  redesigning  components  for  production,  making  drawings,  designing  tools, 
laying  out  production  lines,  setting  up  sources  of  supply,  ordering  and  obtain¬ 
ing  delivery  of  materials,  components,  and  manufacturing  tools  and  equipment, 
and  even  to  hiring  personnel.  Sometimes  it  may  include  time  required  in 
original  design  of  some  components.  It  is  a  common  practice  to  give  only  per¬ 
formance  specifications  of  components  and  require  the  manufacturer  to  de¬ 
velop  the  item.  Moreover,  frequent  changes  in  specifications  of  components 
during  production  are  common.  Lead  time  also  includes  the  time  required 
by  the  mills  to  roll,  shape,  or  fabricate  the  metal  ordered  by  the  contractor 
and  the  time  of  subcontractors  in  producing  and  furnishing  components  or  sub- 
assemblies.  All  of  these  steps  are  time  consuming.  A  few  can  and  are  per¬ 
formed  concurrently,  but  most  of  them  occur  in  sequence. 

Changes  or  disruptions  in  any  link  of  this  complicated  chain  of  operations 
can  result  in  interminable  confusion  and  delayed  deliveries.  For  continuing 
production  there  must  be  kept  filled  a  pipeline  of  components,  parts,  and  materials 
adequate  to  sustain  the  scheduled  production  of  end  products.  For  this  reason, 
deliveries  of  long  lead-time  items  must  be  carefully  planned  many  months  in 
advance.  Contractors  and  subcontractors  must  make  similar  plans.  The  devel¬ 
opment  of  delivery  schedules  requires  consideration  of  priorities,  military  pro¬ 
duction  capacity  of  industry,  estimates  of  contractors’  engineering  and  produc¬ 
tion  lead-time,  as  well  as  estimates  of  available  materials,  tools,  plants,  and  man¬ 
power  over  a  2-  or  3-year  period.  Despite  the  most  carefully  laid  plans,  such 
unforeseen  things  as  labor  strikes,  work  stoppages,  shortages  of  critical  mate¬ 
rials,  changes  in  production  specifications,  and  even  changes  in  military  priorities 
cause  frequent  revisions  in  delivery  schedules. 

The  lead-time  required  for  most  military  items  is  longer  today  than  ever 
before  in  the  history  of  military  procurement.  The  complexity  of  military 
equipment  and  the  heavy  procurement  demands  placed  on  a  partially  mobilized 
industrial  base  are  largely  responsible  for  this  situation. 

Today’s  equipment  is  far  more  complex  than  any  heretofore  and  requires  con¬ 
siderably  longer  engineering  and  production  periods — for  example,  some  modern 
fighter  aircraft  require  20  times  more  engineering  time  than  their  World  War  II 
counterparts.  Moreover,  this  equipment  is  becoming  increasingly  more  com¬ 
plex  each  day  through  the  introduction  of  the  latest  technological  improvements 
into  production  designs.  The  imposition  of  heavy  military  requirements  on  a 
partially  mobilized  industrial  base — one  continuing  to  produce  large  quantities 
of  civilian  goods — also  has  added  heavily  to  the  lead-time  required.  Again, 
under  the  policy  of  expanding  the  industrial  base,  with  procurement  being  placed 
with  several  and  more  contractors,  it  is  not  always  possible  to  obtain  the  short 
lead-time  benefits  characteristic  of  mass  production. 

Because  this  lead-time  usually  extends  over  a  considerable  period,  most  of  the 
major  items  of  military  equipment  must  be  ordered  2  or  3  fiscal  years  before 
they  are  scheduled  for  delivery.  The  prime  contractors  and  their  subcontractors 
must  have  firm  contracts  as  a  basis  for  making  their  commitments  and  under¬ 
taking  production.  Such  firm  contracts  cannot  be  placed  except  as  authorized 
by  the  Congress  under  the  appropriation  process.  This  lag  time  between  orders 
and  deliveries  causes  a  similar  lag  in  expenditures  after  obligations  are  incurred. 
Except  as  advance  and  progress  payments  are  made  to  contractors  to  aid  in 
their  financing,  it  can  be  said  that  obligations  represent  contracts  placed  and 
expenditures  represent  deliveries  received. 

It  is  important  to  recognize  that  the  lead-time  involved  in  major  procure¬ 
ment,  production,  and  construction  programs  has  the  effect  of  deferring  a  con¬ 
siderable  part  of  the  expenditure  impact  of  these  programs  to  2  and  3  sub¬ 
sequent  years.  It  is  important  also  to  recognize  that  this  deferment  results  in 
lengthening  the  budget  cycle  for  these  programs  so  that  as  many  as  3  fiscal  years 
overlap.  Hence,  the  expenditure  impact  in  a  given  year  is  not  just  the  expendi¬ 
tures  to  be  made  under  current  budget  programs,  but  rather  the  cumulative  sum 
of  all  expenditures  to  be  made  in  that  year  under  the  active  budget  programs  of 
at  least  3  fiscal  years — those  of  the  2  preceding  fiscal  years  and  those  of  the 
current  fiscal  yar. 

From  the  standpoint  of  the  Government’s  financial  program  (the  balancing 
of  the  budget  of  receipts  and  expenditures)  and  congressional  control  of  expendi- 
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tures,  it  is  important  for  this  3-year  period  to  be  viewed  as  a  single  time  span  in 
considering  annual  budget  programs.  This  is  especially  important  because  con¬ 
trol  of  expenditures  is  exercised  best  through  control  of  obligational  authority 
(appropriations  or  contract  authorizations) . 

Appraisal  of  these  programs,  once  they  are  established,  requires  answers  to 
such  questions  as : 

(1)  How  much  of  the  unexpended  balances  (unfilled  contracts  represented  by 
equipment  in  various  stages  of  engineering  and  production)  of  prior  years’ 
appropriations  will  be  expended  in  the  current  year?  How  much  in  each  sub¬ 
sequent  year? 

(2)  How  much  will  be  expended  in  the  current  year  under  new  obligational 
authority  requested  in  the  current  budget?  How  much  in  each  subsequent  year? 

(3)  How  much  will  be  expended  under  future  budget  programs  in  the  same 
future  years  as  overlap  those  affectd  by  (1)  and  (2)  above? 

The  answers  to  these  questions  would  rqeuire : 

(1)  Analysis  of  the  status  of  all  items  on  order  to  determine  the  quantity 
and  unit  cost  of  items  to  be  delivered  in  the  current  year  and  each  subsequent 
year. 

(2)  Determination  of  the  impact  of  expenditures  for  these  deliveries  by  fiscal 
years,  considering  advance  and  progress  payments,  where  anticipated. 

(3)  Appraisal  of  available  production  capacity  in  light  of  (1),  above,  and 
other  possible  sources  of  supply,  for  the  orders  to  be  placed  in  the  current  year ; 
and  determination  of  the  quantity  and  unit  cost  of  the  items  to  be  delivered 
and  year  of  delivery.  (Expenditures  for  these  dliveries  to  be  made  from  appro¬ 
priations  requested  in  the  current  budget.) 

(4)  Estimates  of  additional  future  program  requirements,  after  consideration 
of  available  production  capacity  and  contractors’  abilities  to  deliver  the  items 
required ;  and  determination  of  the  quantity  and  unit  cost  of  the  items  to  be 
delivered,  including  year  of  delivery.  (Expenditures  for  these  deliveries  to  be 
made  from  appropriations  to  be  requested  in  future  budgets.) 

(5)  Estimates  of  upward  or  downward  adjustments  in  prices  of  contracts 
(both  contracts  already  placed  and  those  to  be  placed)  by  fiscal  year  of  expendi¬ 
ture — these  estimates  should  cover  the  same  number  of  fiscal  years  as  other 
estimates. 

The  sum  of  the  expenditures  estimated  for  each  fiscal  year,  as  developed  from 
the  above  analyses  represents  the  total  estimated  expenditure  impact  for  each 
of  those  years.  This  appears  to  be  more  mathematical  than  actually  is  the  case. 
These  estimates  are  the  results  of  a  continuous  cycle  of  planning,  programing, 
scheduling,  adjusting  and  balancing  of  mutually  supporting  requirements  with 
the  production  capabilities  of  industry.  Each  program  supports  the  others  and 
a  balance  is  maintained  in  the  proportionate  effort  that  each  bears  to  the  whole. 

The  effect  of  lead-time  upon  appropriation  expenditures  is  illustrated  in  the 
attached  chart. 

Although  the  aircraft  procurement  program  illustrated  in  the  attached  chart 
is  a  hypothetical  one,  it  is  fairly  typical  of  the  financial  activity  of  long-term 
military  procurement,  production,  and  construction  programs  for  which  the  bulk 
of  military  dollars  are  spent.  The  expenditure  activity  of  this  program  exem¬ 
plifies  the  impracticability  of  viewing  annual  programs,  from  a  financial  stand¬ 
point,  on  the  basis  of  obligations  and  on  the  basis  of  1  fiscal  year  at  a  time. 


Appropriations  Fiscal  year  in  which  appropriations  are  expended 
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Senator  Symington.  Let  me  ask  this  question.  I  want  to  be  sure 
I  understand.  You  are  willing  to  put  this  in  but  you  think  the  pres¬ 
ent  system  you  have  does  the  job? 

Mr.  Bordnek.  Yes. 

Senator  Symington.  Is  that  true? 

Mr.  Bordner.  Yes. 

Senator  Symington.  If  you  put  this  system  in  it  would  require  a 
great  deal  of  work,  would  it  not,  in  changing  the  policies  of  the  De¬ 
partment,  and  a  great  deal  of  man-hours? 

Mr.  Bordner.  Yes,  but  there  are  other  changes  that  are  being  made 
now  in  the  same  direction. 

Senator  Symington.  Let  me  ask  the  question  and  you  answer  it, 
because  we  do  not  have  too  much  time. 

Mr.  Bordner.  Yes. 

Senator  Symington.  Then  if  the  present  system  works  as  well  as 
the  system  proposed  and  the  system  proposed  would  require  a  great 
deal  of  money  and  time  to  put  in,  what  you  are  really  saying  is  that 
you  would  rather  stay  with  the  system  you  have  now,  would  you  not? 

Mr.  Bordner.  Well,  if  you  would  qualify  the  present  system  with 
improvements,  such  as  we  propose  in  this  bill - 

Senator  Symington.  You  would  like  some  improvements? 

Mr.  Bordner.  We  need  improvements  within  the  present  system. 

Senator  Symington.  Now,  let  me  go  back  to  this  question  of  con¬ 
tractual  authority  as  against  expenditures.  We  talk  a  lot  about  ap¬ 
propriations  and  about  the  ability  to  shorten  lead  time.  Would  one 
of  the  disadvantages  of  the  system  recommended  by  Mr.  Stewart  be 
that  you  could  not  reduce  your  appropriations  on  the  basis  of  theoreti¬ 
cal  reductions  in  lead  time? 

Mr.  Bordner.  I  do  not  know  what  effect  it  would  have  on  lead  time. 
I  do  not  think  it  has  anything  to  do  with  it. 

Senator  Symington.  If  you  have  appropriations  only  for  the  money 
you  are  going  to  spend  and  you  cut  your  budget  in  1956  or  any  particu¬ 
lar  year  by  shortening  the  lead  time,  you  could  not  do  that  as  a  method 
of  balancing  the  budget,  for  example,  if  you  did  not  have  any  lead 
time  to  shorten.  Is  that  a  fair  statement? 

Mr.  Bordner.  No,  I  do  not  think  it  is. 

Senator  Symington.  I  want  to  know — I  am  asking  for  information. 

Mr.  Bordner.  I  think  it  should  be  recognized  we  already  budget 
on  the  basis  of  expenditures,  although  Congress  does  not  control  on 
the  basis  of  expenditures  and,  as  you  know,  the  balancing  of  the  Fed¬ 
eral  budget,  or  the  determinations  of  the  annual  surplus  or  deficit,  are 
made  on  the  basis  of  expenditures. 

Senator  Symington.  That  is  right. 

Mr.  Bordner.  And  there  is  a  great  deal  of  informal  internal  con¬ 
trol  over  the  rate  of  expenditures  which  affects  the  scheduling  of  work 
under  contracts  and  all  that  sort  of  thing,  so  that  once  the  executive 
branch  of  the  Government  and  the  Secretary  of  Defense  have  made 
commitments  as  to  what  the  level  of  expenditures  is  going  to  be  for 
defense  for  a  year  in  advance,  everything  has  to  be  done  that  is  neces¬ 
sary  administratively  to  hold  these  expenditures  within  that  line. 

Senator  Symington.  Let  me  ask  the  question  in  a  different  way  and 
then  one  more  question  and  I  am  through.  I  am  grateful  for  your 
kindness  and  consideration.  In  1953,  the  budget  was  heavily  cut  in 
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the  Department  of  Defense,  some  $7  billion,  including  5  billion  out 
of  the  Air  Force,  as  I  remember,  in  about  April  or  May  of  1933,  going 
into  the  1954  fiscal  setup. 

Now,  at  that  time,  much  of  that  cut  was  justified  on  the  basis  that  we 
were  reducing  lead  time,  inasmuch  as  obligational  authority  beyond 
the  year  in  question  was  considered  part  of  your  obligation.  Now,  that 
is  again  being  done  this  year,  as  we  understand  it.  You  are  reducing 
the  lead  time  again  and  1  thought  both  times  we  have  used  the  expres¬ 
sion,  “one-shot  lead  time  reduction.” 

My  point  is  that  you  would  eliminate  that  automatically  would  you 
not,  if  you  followed  Mr.  Stewart’s  concept  and  said  that  you  were  going 
to  have  contractual  authority  but  you  would  only  actually  ask  the  Con¬ 
gress  for  the  money  that  you  expected  to  spend  in  the  year  in  question 
and  at  the  last  part  you  had  to  come  in  for  supplemental,  that  would 
be  an  addendum  to  the  plan.  Does  that  make  sense  ? 

Mr.  Bordner.  Well,  I  do  not  think  that  I  should  attempt  to  answer 
the  question  for  the  Assistant  Secretary  of  Defense  Comptroller  be¬ 
cause  the  budget  end  of  the  business  is  not  my  side  of  it,  and  I  am 
not  familiar  with  the  budget  action  in  1953. 

Senator  Symington.  Do  you  think  he  is  in  position  to  answer  ? 

Mr.  Bordner.  As  far  as  the  1953  actions  are  concerned,  I  am  not  ac- 
qainted  with  that. 

Senator  Symington.  Do  you  think  that  he  would  answer  it  for  us  ? 

Mr.  Bordner.  I  assume  so. 

Senator  Symington.  Is  it  a  matter  of  policy  ? 

Mr.  Bordner.  I  do  not  know. 

Senator  Syminton.  Would  you  ask  him  to  read  the  record  and 
furnish  the  chairman  and  the  subcommittee  an  answer  to  the  question  ? 

Mr.  Bordner.  Yes. 

(The  information  requested  follows:) 

Adjustments  to  Department  of  Defense  Budget  Requests  for  Fiscal  Years 

1954  and  1957 

The  initial  fiscal  year  1954  budget  request  for  the  Department  of  Defense  sub¬ 
mitted  to  the  Congress  in  January  1953  called  for  total  new  obligational  authority 
of  $41.3  billion — $12.1  billion  for  the  Army,  $11.4  billion  for  the  Navy,  $16.8  billion 
for  the  Air  Force  and  $1  billion  for  interservice  activities.  In  early  May  1953, 
after  3  months  of  intensive  review  of  these  budget  requests,  revised  estimates  for 
fiscal  year  1954  were  submitted  to  the  Congress.  These  called  for  total  new  ob¬ 
ligational  authority  of  $36  billion — $13.7  billion  for  the  Army,  $9.7  billion  for  the 
Navy,  $11.7  billion  for  the  Air  Force,  and  $1  billion  for  interservice  activities. 
The*  Congress  provided  $34.5  billion — $13  billion  for  the  Army,  $9.4  billion  for 
the  Navy,  $11.4  billion  for  the  Air  Force,  and  $.8  billion  for  interservice  activities. 

Reduction  in  procurement  lead  time  was  only  one  of  the  factors,  although  a 
very  important  factor,  in  revision  of  the  fiscal  year  1954  budget  request.  The 
basis  of  the  revisions  was  outlined  in  Secretary  Wilson’s  testimony  in  May  1953 
before  the  House  Appropriations  Committee  as  follows : 

“Our  intensive  study  of  the  requirements  of  the  Department  of  Defense,  taking 
into  account  appropriations  that  had  already  been  made,  led  us  to  the  conclusion 
that  significant  reductions  could  be  made  in  the  fiscal  year  1954  Defense  budget 
by  institution  of  more  realistic  requirements,  better  planning,  and  more  efficient 
utilization  of  manpower  and  other  resources.  Our  review  quickly  indicated  that 
the  provision  of  equipment,  the  construction  of  bases,  and  the  training  of  per¬ 
sonnel  were  out  of  phase  in  some  respects.  By  careful  balancing  of  equipment, 
facilities,  and  manpower,  improved  military  strength  could  be  achieved  on  a 
common  front  without  spending  quite  so  much  money.  Our  review  also  made  it 
perfectly  clear  that  the  military  forces  and  stocks  of  mobilization  reserves  which 
previously  had  been  held  out  as  a  goal  could  not  be  attained  within  the  time 
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contemplated  and  within  the  concept  of  a  reasonable  balance  between  Federal 
expenditures  and  revenues.” 

Somewhat  more  detail  on  the  budget  adjustments  were  contained  in  the  state¬ 
ment  of  the  Assistant  Secretary  of  Defense  (Comptroller)  before  the  same  com¬ 
mittee,  as  follows : 

“In  comparing  the  present  request  of  $36  billion  with  the  $41.3  billion  request 
submitted  in  January  two  important  differences  must  be  noted: 

“(1)  The  current  request  provides  for  equipping  and  maintaining  an  increased 
number  of  ROK  divisions  in  fiscal  year  1954. 

“(2)  The  current  request  provides  financing  for  continuation  of  combat  con¬ 
sumption  in  Korea  throughout  all  of  fiscal  year  1954.  As  a  consequence,  advance 
financing  is  provided  for  the  estimated  combat  consumption  of  supplies  and  equip¬ 
ment  during  fiscal  year  1954,  with  ammunition  financed  for  an  additional  9 
months  of  lead  time  into  fiscal  year  1955 — 6  months  at  combat  consumption  rates 
and  3  months  additional  lead  time  phased  down  to  sustaining  rates.  Funds  are 
also  provided  in  advance  for  combat-duty  pay  and  other  additional  personnel 
and  operating  costs  arising  from  combat  operations.  .  , 

“In  contrast,  the  budget  request  submitted  in  January  1953  did  not  make  full 
advance  provision  in  all  areas  for  additional  operating  costs  that  might  result 
from  continuation  of  combat  operations  in  Korea  during  fiscal  year  1954.  In  the 
specific  case  of  ammunition,  the  January  budget  request  covered  combat  con¬ 
sumption  rates  through  December  31,  1953,  and  it  was  stated  in  the  budget  docu¬ 
ment  : 

“  ‘Additional  funds  may  be  required  for  fiscal  year  1954  to  cover  the 
combat  consumption  and  attrition  of  ammunition  and  military  equipment, 
particularly  if  it  apears  that  combat  in  Korea  will  continue  beyond  December 
31, 1953.’ 

“As  was  stated  in  earlier  discussions  with  this  committee,  the  inclusion  of  am¬ 
munition  requirements  at  authorized  combat  rates  to  December  31,  1953,  was 
predicated  on  the  assumption  that  a  restudy  would  be  made  in  March  of  1953. 
The  current  action  of  extending  the  financing  period  at  authorized  rates  was  the 
result  of  this  restudy. 

“If  provision  had  been  made  in  the  January  request  for  equipping  and  maintain¬ 
ing  additional  ROK  divisions  and  for  full  advance  financing  of  combat  operations 
through  fiscal  year  1954,  the  January  request  would  have  had  to  be  increased  by 
approximately  $2  billion  to  a  total  in  excess  of  $43  billion.  Consequently,  on  a 
comparable  basis,  there  is  a  difference  of  approximately  $7  billion  between  the 
initial  and  revised  budget  requests. 

“This  reduction  results  from  a  number  of  factors.  Certain  adjustments  have 
been  made  to  reflect  several  months  additional  experience  with  reference  to 
actual  production  rates  and  rates  of  obligation  and  expenditure.  Other  adjust¬ 
ments  stem  directly  from  the  decision  to  reduce  the  numbers  of  military  and 
civilian  personnel  in  the  Department  of  Defense.  Other  adjustments  are  the 
result  of  changes  in  interim  force  and  readiness  goals  based  upon  elimination  of 
the  assumption  for  a  specific  date  for  D-Day  readiness.  The  continuing  examina: 
tion  of  end  item  requirements,  together  with  further  evaluation  of  stock  leyels 
and  quantities  of  materiel  on  order  but  not  delivered  resulted  in  numerous 
changes. 

“Next,  other  adjustments  were  possible  because  of  the  size  and  character  of 
the  unexpended  carryover  funds  amounting  on  June  30,  195*3,  to  approximately 
$63  billion,  of  which  something  in  excess  of  $6  billion  will  be  available  for  obliga¬ 
tion  in  the  next  fiscal  year,  part  of  which  has  already  been  placed  in  reserve  for 
that  purpose.  Still  further  adjustments  were  made  by  the  Secretary  of  Defense 
in  anticipation  of  savings  that  we  expected  to  be  achieved  during  the  coming 
fiscal  year  by  the  progressive  elimination  of  waste,  inefficiency,  and  imbalance 
and  by  reducing  procurement  of  soft  goods  and  miscellaneous  supplies  and  equip¬ 
ment  to  the  minimum  essential  levels.” 

With  respect  to  the  fiscal  year  1957  budget,  the  reductions  in  the  initial  requests 
of  the  military  departments  resulting  from  careful  consideration  of  a  number  of 
factors,  including  the  further  reduction  of  procurement  lead  times.  These  adjust¬ 
ments  affected  both  the  total  new  obligational  authority  required  for  fiscal  year 
1957  and  the  estimated  expenditures  during  1957.  If  we  budgeted  on  an  expendi¬ 
ture  basis,  it  would  be  necessary  to  revise  the  amounts  requested  of  the  Congress 
to  the  extent  that  the  program  adjustments  made  during  the  review  of  the 
budget  affected  anticipated  expenditures  in  the  immediate  budget  year. 
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Senator  Symington.  Incidentally,  I  would  like  to  ask  one  more 
question  along  these  lines.  Yesterday  when  we  had  a  witness  in  here, 
and  I  think  Mr.  Lanman  was  here  at  that  time,  we  talked  about  cer¬ 
tain  items  where  once  you  had  agreement  that  the  item  was  to  be  built, 
you  did  not  have  to  come  back  for  any  further  justification.  Do  you 
know  about  that  in  your  position  ? 

Mr.  Bordner.  Yes,  under  the  present  method  of  making  appropri¬ 
ations  in  terms  of  obligational  authority. 

Senator  Symington.  What  items  are  involved  ? 

Mr.  Bordner.  You  do  not  have  to  come  back  and  rejustify  for  the 
purpose  of  expenditure. 

Senator  Symington.  What  items  are  involved  where  money  carries 
over  a  12-month  period  ? 

Mr.  Bordner.  Well,  the  procurement  and  production  of  all  types 
of  major  items  of  materiel. 

Senator  Symington.  Like  what  ? 

Mr.  Bordner.  Ships,  aircraft,  guns,  tanks,  and  things  of  a  military 
nature,  machine  tools,  production  equipment,  and  so  forth,  construc¬ 
tion  of  public  works,  research  and  development  programs. 

Senator  Symington.  All  of  that  you  can  program  out  beyond  the 
12-month  period  ? 

Mr.  Bordner.  Yes. 

Senator  Symington.  What  do  you  do  if  the  cost  increases?  Are 
there  any  items  where  you  do  not  have  to  come  back  for  a  request  for 
increased  amounts  of  money  to  take  care  of  increased  costs  or  are  all 
items  in  the  military  budget,  items  where  you  have  to  come  back  and 
request  additional  money  in  case  you  made  a  mistake  in  the  original 
estimate  of  the  cost  of  the  items  in  questions? 

•Mr.  Bordner.  Well,  of  course,  our  programs  are  very  broad  under 
our  appropriations,  and  we  do  not  have  to  work  on  the  basis  of  item 
by  item. 

Senator  Symington.  Let’s  take  a  typical  illustration. 

Mr.  Bordner.  You  work  on  a  basis  of  a  broad  program  and  you 
must  have  a  continuing  rejustification  year  after  year,  and  if  you  need 
more  money  on  account  of  mistakes  in  cost  estimates,  that  gets  picked 
up  in  your  following  year’s  appropriations. 

Senator  Symington.  So  long  as  we  understand  each  other,  but  sup¬ 
pose  you  ordered  100  bombers  for  $8  million  apiece,  and  then  after  the 
order  is  in  process,  we  find  that  those  bombers  are  going  to  cost  $10 
million  apiece,  do  you  have  to  come  back  to  the  Congress  and  ask  the 
Congress  to  give  you  another  $200  million  or  can  you  go  ahead  with 
completion  of  the  order  and  simply  bill  the  Treasury  for  the  additional 
money  ? 

Mr.  Bordner.  You  cannot  place  a  contract  for  a  sum  beyond  the 
amount  of  the  obligational  authority  that  you  have.  You  may  re¬ 
adjust  your  program  so  that  if  you  want  to  place  the  contract  in  full 
at  the  higher  cost - 

Senator  Symington.  I  am  not  talking  about  that.  I  am  talking 
about  the  fact  if  you  make  a  mistake  in  estimated  cost  on  the  down  side 
and  you  need  more  money  to  complete,  say,  100  bombers,  do  you  have 
to  come  back  and  request  that  money  from  the  Congress  or  do  you 
simply  proceed  without  further  request  ? 

Mr.  Bordner.  Mr.  Lanman,  do  you  want  to  say  anything  ? 
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Mr.  Lanman.  I  was  just  saying,  Senator,  to  the  extent  that  you  did 
not  have  the  difference  in  your  no-year  appropriation,  you  would  have 
to  come  back  to  the  Congress  and  request  additional  money  to  cover 
that  contract. 

Senator  Symington.  Let  me  get  this  straight.  If  you  have  $800 
million  appropriated  for  100  bombers  and  you  find  out  it  is  going 
to  cost  a  billion,  you  cannot  spend  the  additional  200  million  without 
further  approval  authorization  and  appropriation  approval  of  the 
Congress ;  is  that  correct  ? 

Mr.  Lanman.  The  800  million,  Senator,  would  have  been  included 
in  your  total  aircraft  appropriation. 

Senator  Symington.  When  you  justified  before  the  Congress,  you 
did  not  pool  it  in  one  sum,  but  you  said,  “We  want  $800  million  for  these 
planes.”  I  am  not  talking  about  an  adjustment  of  the  5  percent  or 
whatever  the  figure  is.  What  do  you  do  if  you  need  200  million  more 
on  those  bombers  because  you  made  a  mistake  or  because  you  had  an 
engineering  design  changed  or  for  any  reason  ?  Do  you  come  back  and 
get  additional  authorization  from  the  committees  in  question  of  the 
Congress? 

Mr.  Lanman.  For  the  obligational  authority  necessary  to  change 
that  contract  upward,  again  providing  that  you  are  not  doing  any  re¬ 
programing  in  your  no-year  appropriation  account.  Now,  the  Ap¬ 
propriations  Committee  has  concerned  itself  with  reprograming  ac¬ 
tivities  within  our  accounts  and  has  instituted  a  reporting  system 
whereby — I  do  not  recall  the  exact  figures — but  when  we  repro¬ 
gram — 

Senator  Symington.  What  does  reprograming  have  to  do  with  $200 
million  more  that  you  want  to  build  those  100  bombers  which  you  told 
the  Congress  would  cost  800  million  ? 

Mr.  Lanman.  Only  this,  when  we  told  them  “800  million  for  those 
bombers,”  we  also  told  them,  perhaps,  500  million  for  another  aircraft 
and  that  may  have  turned  out  to  be  a  lower  cost  and  in  order  to 
make  it - 

Senator  Symington.  Or  you  may  not  want  those,  but  what  you  are 
saying  now  is  that  you  do  not  have  to  come  back  to  Congress  unless 
you  do  not  have  the  money  to  pay  the  increase  ? 

Mr.  Lanman.  That  is  right. 

Senator  Symington.  And  if  you  need  the  money  to  pay  the  increase 
because  all  the  other  programs  were  accurately  done,  you  would  have 
to  come  back  ? 

Mr.  Lanman.  Have  to  come  back  and  ask  for  an  increase  in  the 
amount  of  the  appropriation. 

Senator  Symington.  That  is  with  respect  to  the  Air  Force  ? 

Mr.  Lanman.  With  respect  to  all  of  the  services. 

Senator  Symington.  Is  that  true  if  you  are  buying  destroyers  for 
the  Navy  and  lay  the  hulls  ? 

Mr.  Lanman.  Yes,  sir. 

Senator  Symington.  And  then  you  have  to  come  back  if  the  cost  is 
more  than  you  thought  it  was  ? 

Mr.  Lanman.  Only  providing  that  within  the  appropriations,  you 
do  not  have  the  money,  or  if  you  could  not  do  the  reprograming  from 
some  other  reduced  program. 
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Senator  Symington.  When  you  make  the  reprogram,  do  you  submit 
all  the  details  of  that  to  the  committees  in  question  ? 

Mr.  Lanman.  When  it  is  above  a  certain  amount,  sir,  we  report  it 
and  discuss  it  thoroughly. 

Senator  Symington.  Do  you  reprogram  before  you  make  the  change 
or  do  you  ask  the  Congress  permission  to  make  the  change  ? 

Mr.  Lanman.  I  believe  that  the  requirement,  at  the  moment,  sir,  is 
a  reporting  requirement.  I  would  be  glad  to  supply  for  the  record, 
the  existing  instructions  which  are  in  detail  on  this  matter.  (Depart¬ 
ment  of  Defense  instruction  follows :) 

Department  of  Defense  Instruction 
Subject :  Report  on  Reprograming  of  Appropriated  Funds 

I.  PURPOSE 

A.  House  Report  493,  on  the  Department  of  Defense  Appropriation  Act  of 
1956,  expressed  concern  over  the  numerous  reprogramings  of  funds  within 
Department  of  Defense  appropriations.  The  Committee  on  Appropriations  rec¬ 
ognized  that  some  of  these  reprogramings  are  relatively  minor  but  others  are 
substantial  and  far  reaching  in  scope  and  effect.  The  committee  report,  while 
noting  that  some  variations  are  inevitable,  stated  that  it  has  never  been  nor  is  it 
the  intention  of  the  committee  to  permit  the  military  departments  to  have  un¬ 
restricted  freedom  in  reprograming  or  shifting  funds  from  one  category  or 
purpose  to  another  without  prior  notification  or  clearance  of  the  committee.  The 
report  states  that  the  current  practice  of  the  services  in  advising  the  committee 
of  major  reprograming  both  by  way  of  specific  requests  for  clearance  and 
notification  for  information  purposes,  depending  on  the  nature  of  the  change, 
must  be  continued.  In  addition,  the  committee  requested  that  by  January  15  of 
each  year  the  Department  submit  to  the  committee  a  detailed  tabulation  of  all 
reprograming  of  funds  effected  between  July  1  and  December  31,  and  that  a 
similar  tabulation  be  submitted  by  July  31  for  the  remainder  of  the  fiscal  year. 

B.  It  is  the  purpose  of  this  instruction  to  provide  for  a  uniform  interpreta¬ 
tion  of  the  types  of  reprogramings  which  are  of  interest  to  the  Congress  and  to 
prescribe  a  uniform  procedure  for  reporting  the  data  required  in  compliance 
with  the  intention  of  the  committee  as  expressed  in  House  Report  493. 

II.  SCOPE  AND  APPLICABILITY 

A.  The  provisions  of  this  instruction  are  applicable  to  all  unexpired  general 
(direct)  appropriation  accounts,  except  the  following:  (1)  military  construction 
appropriations,  including  “Military  construction,  foreign  countries,”  and  the 
military  construction  for  Reserve  forces  accounts;  (2)  research  and  develop¬ 
ment  appropriations,  including  the  emergency  fund,  DOD;  (3)  the  Department 
of  Defense  appropriations  for  family  housing,  access  roads,  loran  stations, 
contingencies,  and  construction  of  ships,  MSTS. 

B.  The  level  of  classification  below  the  appropriation  level  to  be  reported 
under  the  provisions  of  this  instruction  shall  be  the  same  as  that  in  the  printed 
budget  document,  which  is  generally  at  the  budget  activity  or  budget  program 
level;  provided,  however,  that  items  or  projects  of  special  interest  to  the  com¬ 
mittee  should  be  reported  below  the  level  provided  in  the  budget  document. 

III.  DEFINITION  OF  MAJOR  REPROGRAMING 

Major  reprogramings,  as  used  herein  and  as  believed  to  be  responsive  to  the 
intention  of  the  committee,  are  defined  as  any  individual  action  or  actions  which 
fall  within  one  or  more  of  the  following  criteria : 

(1)  Individual  actions  or  a  total  of  actions  during  the  fiscal  year  which  repre¬ 
sent  increases  or  decreases  of  5  percent  or  more  of  a  budget  activity  or  program 
whose  total  annual  program  is  less  than  $200  million ; 

(2)  Individual  actions  or  a  total  of  actions  during  the  fiscal  year  which  repre¬ 
sent  increases  or  decreases  of  $10  million  or  more  of  a  budget  activity  or  program 
whose  total  annual  program  is  $200  million  or  more ; 
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(3)  Individual  actions  which  involve  items  in  which  the  committee  has  shown 
a  specific  interest,  without  regard  to  the  amount  of  funds  involved,  or  for  which 
the  military  departments  consider  it  desirable  to  advise  the  committee. 

IV.  PROCEDURE  FOR  CLEARANCE  OF  MAJOR  REPROGRAMING 

A.  Individual  actions  which  result  in  major  reprograming  (as  defined  above) 
will  be  cleared  with  the  Assistant  Secretary  of  Defense  (Comptroller)  for  con¬ 
formance  with  current  policies  of  the  Secretary  of  Defense  prior  to  effecting 
such  major  reprograming.  In  the  interest  of  uniformity  of  presentation,  these 
major  reprograming  actions  should  be  submitted  to  the  Office  of  the  Assistant 
Secretary  of  Defense  (Comptroller)  in  letter  form,  entitled  “Request  for  Clear¬ 
ance  of  a  Major  Reprograming  Action,”  with  appropriate  dollar  amounts  shown 
in  summary  columnar  form  at  the  beginning  of  the  letter  as  indicated  below. 

B.  Where  specific  advance  clearance  of  the  committee  is  necessary  or  desir¬ 
able  prior  to  effecting  reprograming,  the  military  services  will  obtain  such  ad¬ 
vance  clearance  in  the  same  manner  as  at  present,  after  first  having  cleared  the 
proposed  action  with  the  Assistant  Secretary  of  Defense  (Comptroller). 

C.  Format  for  “Request  for  clearance  of  a  major  reprograming  action” : 


Budget  activity  or  program 

(1) 

Initially 

programed 

amount 

(2) 

Amount  of 
program  as 
proposed 

(3) 

Amount  of 
major  re¬ 
programing 

(4) 

( b )  Title  and  number  to  which  funds  are  to  be  transferred _ 

Column  1 :  Budget  activity  or  program. — Two  line  entries  will  be  made  in  this 
column:  (a)  the  title  and  number  of  the  budget  activity  or  program  from  which 
funds  are  being  moved  under  the  proposed  reprograming  action,  and  ( b )  the  title 
and  number  of  the  budget  activity  or  program  to  which  funds  are  being  moved 
under  the  proposed  reprograming  action. 

Column  2  :  Initially  programed  amount. — Enter  opposite  each  of  the  entries  in 
column  1  the  amount  of  the  budget  activity  or  program  based  on  legislative  his¬ 
tory  and  appropriation  amounts  enacted. 

Column  3  :  Amount  of  program  as  proposed.— Enter  opposite  each  of  the  entries 
in  column  1  the  amount  of  the  budget  activity  or  program  as  proposed  in  this 
reprograming  action. 

Column  If :  Amount  of  major  reprograming. — Enter  opposite  each  of  the  entries 
in  column  1  the  difference  (plus  or  minus  as  appropriate)  between  the  amount  of 
the  entry  in  column  2  and  that  in  column  3. 

The  dollar  summary  data  presented  in  accordance  with  the  above  should  be 
accompanied  by  a  narrative  statement  which  will  provide  an  adequate  explana¬ 
tion  of  the  circumstances  and  reasons  in  justification  of  the  proposed  reprogram¬ 
ing,  together  with  supporting  exhibits  or  material  as  considered  necessary  for 
review  by  the  Assistant  Secretary  of  Defense  (Comptroller)  and  for  presentation 
to  the  Congress.  In  the  case  of  major  reprograming  actions,  as  defined  above, 
involving  procurement  and  production  programs,  a  list  of  the  major  end  items 
constituting  at  least  75  percent  of  the  total  dollar  amount  involved  should  be  pre^ 
sented  as  an  attachment  to  the  letter. 

V.  REPORTS  REQUIRED 

A.  Distribution  of  appropriated  funds  by  budget  activity  or  program 
( format  .4) 

1.  An  initial  report  will  be  prepared  in  accordance  with  format  A  of  enclosure 
1  and  the  instructions  thereto  and  will  be  submitted  within  15  days  after  Presi¬ 
dential  approval  of  the  annual  appropriation  act  to  show  the  distribution  of  the 
appropriated  funds  as  enacted  by  Congress.  (Note. — The  report  showing  the  dis¬ 
tribution  of  fiscal  year  1956  appropriated  funds  will  be  due  20  days  after  the  date 
of  this  instruction  and  will  reflect  the  status  of  programs  as  of  December  31, 
1955.) 

2.  A  completely  revised  report  will  be  prepared  in  accordance  with  format  A  of 
enclosure  1  and  will  be  submitted  within  15  days  after  Presidential  approval  of 
each  supplemental  appropriation  act,  if  any,  during  the  fiscal  year. 
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3.  A  final  report  for  the  fiscal  year  reported  on  under  the  provisions  of  para¬ 
graph  (1)  above  will  be  prepared  in  accordance  with  format  A  of  enclosure  1  as 
of  June  30  and  will  be  submitted  within  5  days  after  the  submission  of  the  year- 
end  fiscal  reports  (standard  form  133  and  DD  form  690). 

B.  Semiannual  report  of  reprograming  of  appropriated  funds  ( format  B) 

A  semiannual  report  showing  reprograming  of  appropriated  funds  will  be  pre¬ 
pared  in  accordance  with  format  B  of  enclosure  1  and  the  instructions  thereto. 
A  report  covering  the  period  July  1-December  31  will  be  submitted  by  January  30, 
and  a  report  covering  the  period  January  1-June  30  will  be  submitted  within  5 
days  after  the  submission  of  the  year-end  fiscal  reports  (standard  form  133  and 
DD  form  690).  (Note. — Usually  such  year-end  fiscal  reports  are  submitted  on  a 
delayed  schedule  to  permit  final  closing  of  the  official  accounts.) 

Since  the  initial  report  for  fiscal  year  1956  will  reflect  status  as  of  December 
31,  1955,  no  reprograming  report  need  he  submitted  for  the  period  July  1-Decem¬ 
ber  31,  1955.  However,  if,  in  the  opinion  of  the  military  department  concerned, 
any  of  the  currently  programed  amounts  involve  reprograming  actions  taken  dur¬ 
ing  the  past  6  months  which  should  be  brought  to  the  attention  of  the  Congress, 
these  programs  should  be  the  subject  of  a  separate  memorandum  accompanying 
the  report  prepared  in  accordance  with  format  A  of  enclosure  1. 

C.  All  reports  are  to  be  submitted  in  25  copies  to  the  Assistant  Secretary  of 
Defense  (Comptroller). 

VI.  REPORT  CONTROL  SYMBOLS 

A.  Report  control  symbol  DD  Comp  (A)  240  is  assigned  to  the  reporting  re¬ 
quirements  of  paragraph  V-A,  above. 

B.  Report  control  symbol  DD  Comp  (SA)  241  is  assigned  to  the  reporting  re¬ 
quirements  of  paragraph  V-B,  above. 

W.  J.  McNeil, 

Assistant  Secretary  of  Defense  {Comptroller) . 

Format  A 


Distribution  of  appropriated  funds  by  budget  activity  program 


Department: 

Appropriation: 

Date: 

Initial  report 

Page  — of  —  pages 

Revised  report 

Final  report 

Budget  aetivity/program 

Unobli¬ 

gated 

balance 

brought 

forward. 

1  July 

(3) 

Appropri¬ 

ations 

(4) 

Transfers — 

Adjusted  net  pro¬ 
gram 

No. 

(1) 

Title 

(2) 

To  be 
made 

(5) 

Actual 

(6) 

Reflecting 
transfers 
to  be 
made 

(7) 

Actual 

(8) 

Reserved  for  future  require- 

Planned  un programed  amounts. 
Applied  to  prior  year  program 

116 


BUDGETING  AND  ACCOUNTING 


Format  B 


Semiannual  report  of  reprograming  of  appropriated  f  unds 


Department: 

Appropriation: 

Period:  From  1  July 

Page  —  of  — 

through  (date) 

pages 

Bu 

No. 

(1) 

dget  aetivity/program 

Title 

(2) 

Total 
annual 
program 
to  date 

(3) 

Reim¬ 

burse¬ 

ments 

from 

other 

accounts 

(4) 

Net  pro¬ 
gram 
from 
appro¬ 
priated 
ftmds 
(col. 

(3) -(4)) 

(5) 

Adjusted 
net  pro¬ 
gram 

(6) 

Total  re¬ 
program¬ 
ing  dur¬ 
ing 

period 
(col.  (5) 
-for— C6)) 

(7) 

Major  re¬ 
program¬ 
ing  re¬ 
ported  to 
Congress 
to  date 

(8) 

Net  re¬ 
program¬ 
ing  (eol. 
(7)-(8» 

(9) 

Reserved  for  future  re¬ 
quirements. 

Planned  unprogramed 
amounts. 

Applied  to  prior  year 
programs. 

Total . . . 

Instructions  for  the  Preparation  of  Reports  on  Distribution  of  Appropri¬ 
ated  Funds  by  Budget  Activity/Program  and  Semiannual  Report  of 

Reprograming  of  Appropriated  Funds 

A.  GENERAL 

1.  Format  A. — distrbiution  of  appropriated  funds  by  budget  activity /program. — 
Format  A  should  be  followed  in  reporting  the  distribution  of  appropriated  funds 
following  presidential  approval  of  the  appropriation  act.  It  is  recommended  that 
the  initial  and  each  revised  (if  any)  report  be  prepared  as  a  master  copy  suitable 
for  reproduction  in  the  quantities  required,  and  that  such  master  copy  be  re¬ 
tained  so  that  it  may  be  used  in  preparation  of  the  final  report,  thereby  eliminat¬ 
ing  the  necessity  of  retyping  previously  reported  data  and  restricting  entries 
only  to  those  required  in  columns  (6)  and  (8). 

2.  Format  B. — semiannual  report  of  reprograming  of  appropriated  funds. — 
Format  B  should  be  followed  in  reporting  the  reprograming  actions  effected 
during  each  of  the  semiannual  periods. 

3.  Modification  of  formats. — Formats  A  and  B  may  be  varied  as  to  paper  size, 
margins,  columnar  widths,  etc.,  to  meet  limitations  of  reproduction  equipment, 
but  the  arrangement  and  sequence  of  the  information  reported  must  be  exactly 
in  accord  with  those  formats. 

4.  Number  of  copies. — Twenty-five  copies  of  the  report  should  be  submitted  to 
the  Assistant  Secretary  of  Defense  (Comptroller)  who  will  provide,  out  of  that 
number,  the  necessary  copies  for  the  Committee  on  Appropriations.  Each  report 
should  be  arranged  in  complete  sets  covering  all  of  the  appropriations  being 
reported. 

B.  FORMAT  A - DISTRIBUTION  OF  APPROPRIATED  FUNDS  BY  BUDGET  ACTIVITY/PROGRAM 

1.  Heading. — The  name  of  the  department  preparing  the  report,  the  title  of 
the  appropriation  as  listed  by  the  Treasury  Department,  the  date  on  which  the 
report  is  prepared,  the  nature  of  the  report,  and  the  page  number  of  each  sheet 
should  be  entered  in  the  appropriate  blocks  at  the  head  of  the  sheet. 

2.  Budget  activity/program  ( columns  1  and  2) . — List  under  these  columns  the 
number  and  title  of  each  budget  activity/program,  or  other  item  of  special  interest 
to  the  committee.  The  nomenclature  and  sequence  should  be  the  same  as  that 
normally  employed  by  the  military  departments  in  the  budget  justification  books 
before  the  Congress.  In  those  instances  where  the  budget  justification  books 
group  together  two  or  more  budget  activities/programs,  as  contained  in  the  fiscal 
codes,  subtotals  may  be  used  so  as  to  permit  ready  comparison  with  the  budget 
as  presented  to  the  congressional  committees.  A  one-line  entry,  entitled  “re- 
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served  for  future  requirements,”  should  be  used  in  those  110-year  appropriations 
in  which  certain  funds  may  be  programed  for  use  in  subsequent  fiscal  years — 
e.  g.,  first  destination  transportation  or  engineering  changes.  A  one-line  entry, 
entitled  “planned  unprogramed  amounts”  should  be  used  in  those  cases  where 
some  of  the  funds  within  an  appropriation  will  not  be  required  to  finance  cur¬ 
rently  approved  programs  (e.  g.,  savings  in  annual  accounts) ,  or  where  part  of  the 
funds  are  planned  for  reprograming  against  the  succeeding  years’  programs  (i.  e., 
changes  among  program-years  in  no-year  appropriations).  A  one-line  entry, 
entitled  “applied  to  prior  year  programs,”  should  be  used  to  show  the  amounts, 
if  any,  of  current  year  appropriations  (column  4)  applied  to  prior  year  pro¬ 
grams  in  order  to  complete  those  prior  year  programs.  Where  programs  are 
known  to  have  changed  by  the  time  the  final  appropriation  act  has  been  approved, 
resulting  in  savings  or  credits  against  succeeding  years’  programs,  the  use  of 
this  line  entry  will  permit  recognition  of  these  changes  without  involving  subse¬ 
quent  reporting  of  the  changes  as  a  reprograming  action. 

3.  Unobligated  balance  brought  forward  1  July  ( column  3).— This  column 
will  be  used  to  enter  opposite  the  entries  in  columns  1  and  2  the  amount  of  the 
unobligated  balance  brought  forward  in  no-year  (or  multiple-year)  appropria¬ 
tions  as  is  applicable  to  each  budget  activity/program  or  item  of  the  program- 
year  being  reported.  The  total  of  this  column  will  agree  with  the  amount  report¬ 
ed  on  line  1,  standard  form  133,  and  will  represent  the  actual  (rather  than  the 
estimated)  amount  of  the  unobligated  balance  Where  only  a  part  of  the  un¬ 
obligated  balance  is  applicable  to  the  current  fiscal  year  program,  only  this  por¬ 
tion  will  be  distributed  by  budget  activity /program,  and  the  entries,  “applicable 
to  prior  year  programs,”  or  “planned  unprogramed  amounts,”  as  the  case  may 
be,  will  be  used  to  cover  the  balance  of  the  unobligated  funds  brought  forward. 

4.  Appropriations  ( column  4)- — This  column  will  be  used  to  enter  opposite 
the  entries  in  columns  1  and  2  the  amount  of  the  appropriations,  as  contained  in 
the  appropriation  act.  Any  adjustments  made  by  the  Congress  from  the  amounts 
shown  in  the  President’s  budget  will  be  accurately  reflected  in  accordance  with 
congressional  intent;  the  amount  and  identification  of  the  congressional  actions 
will  be  based  upon  the  reports  of  the  committees  on  appropriations,  the  debate  on 
the  appropriation  bill,  and  related  legislative  history.  Where  such  legislative 
intent  cannot  be  identified  from  available  sources  of  information  by  specific  items, 
the  adjustments  should  be  made  in  such  a  manner  as  to  result  in  balanced  pro¬ 
grams  for  the  appropriation  as  a  whole,  giving  due  consideration  to  the  inter¬ 
relationships  among  the  programs  under  the  adjusted  amount  appropriated.  The 
total  of  this  column  will  agree  with  line  2  (plus  line  3,  if  any)  of  standard 
form  133. 

5.  Transfers — to  be  made  (col.  5). — This  column  will  be  used  only  on  the 
initial  and  revised  reports  during  a  given  fiscal  year — i.  e.,  those  prepared  after 
Presidential  approval  of  the  annual  and/or  supplemental  appropriation  acts 
(see  pars.  V-A-l  and  V-A-2).  Enter  in  this  column  opposite  the  entries  in  col¬ 
umns  1  and  2  the  amount  of  any  anticipated  transfers,  including  rescissions, 
which  have  been  authorized  by  specific  action  of  the  Congress;  such  transfer 
amounts  should  be  included  within  the  total  programed  funds.  In  the  case 
of  general  transfer  authorization  language  in  which  the  exact  source  of  the 
transfer  is  not  yet  known,  the  amount  of  the  unknown  source  of  the  transfers 
will  be  footnoted  in  the  report.  In  the  case  of  general  transfer  authorizations 
from  any  available  balances,  the  transfers  will  be  shown  against  the  line, 
“Planned  xmprogramed  amounts,”  rather  than  distributed  by  budget  activity 
program  or  item.  The  total  of  this  column  will  agree  with  lines  5  (a)  and  5  (b) 
of  standard  form  133. 

,  6.  Transfers — actual  (col.  6). — This  column  will  be  used  only  on  the  final 
report  for  a  given  fiscal  year — i.  e.,  the  report  prepared  after  the  close  of  the  fis¬ 
cal  year  (see  par.  V-A-3,  above)  to  report  actual  transfers  in  accordance  with 
instructions  in  paragraph  5  immediately  above. 

7.  Adjusted '■  net  program — reflecting  transfers  to  be  made  (col.  7). — This 
column  will  be  used  only  on  the  initial  and  revised  reports  during  a  given  fiscal 
year — i.  e.,  those  prepared  after  Presidential  approval  of  the  annual  and/or 
supplemental  appropriation  acts.  Enter  in  this  column  opposite  the  entry  in 
columns  1  and  2  the  sum  of  the  entries  in  columns  3,  4,  and  5.  It  should  be 
noted  that  the  total  of  this  column  will  not  agree  with  line  G  of  standard  form 
133  by  the  amount  of  the  reimbursements,  if  any;  these  reimbursements  are 
omitted  from  the  report  on  reprograming  on  the  assumption  that  the  direct  or 
appropriated  funds  are  of  primary  interest  to  the  congressional  committees  and 
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that  reimbursable  transactions  to  one  account  are  generally  included  assart 
of  the  appropriated  funds  in  other  accounts. 

8.  Adjusted  net  program — actual  (col.  8). — This  column  will  be  used  only 
on  the  final  report — i.  e.,  the  report  prepared  after  the  close  of  the  fiscal  year. 
Enter  in  this  column  opposite  the  entries  in  columns  1  and  2  the  sum  of  the 
entries  in  columns  3,  4,  and  6. 

C.  FORMAT  B — SEMIANNUAL  REPORT  OF  REPROGRAMING  OF  APPROPRIATE  FUNDS 

1.  Heading.— The  name  of  the  department,  the  title  of  the  appropriation,  the 
period  covered  by  the  report  (i.  e.,  December  31  or  June  30),  and  the  page  num¬ 
ber  of  each  sheet  should  be  entered  in  the  appropriate  blocks  at  the  head  of 
the  sheet. 

2.  Budget  activity /program  (cols.  1  and  2).  List  under  these  columns  the 
same  numbers  and  titles  as  used  in  format  A. 

3.  Total  annual  program  to  date  (col.  3.).— Enter  in  this  column  the  dis¬ 
tribution  by  budget  activity/program  or  item  of  the  total  annual  program  (bud¬ 
get  authorization  but  not  necessarily  the  funded  amount  thereof)  as  approved 
on  the  date  of  the  report  (i.  e.,  December  31  or  June  30).  The  total  annual 
program  will  include  reimbursable  operations,  and  the  distribution  in  this  col¬ 
umn  should  be  consistent  with  that  shown  in  column  2  of  the  December  31  and 
June  30  reports  on  DD  Form  600.  The  annual  program  will  include  all  funds 
for  all  planned  and  approved  programs,  whether  or  not  such  funds  have  been 
apportioned  or  are  included  in  administrative  contingency  reserves  and  whether 
or  not  such  programs  are  planned  for  obligation  or  commitment  within  the 
current  fiscal  year.  On  the  other  hand,  where,  as  a  result  of  actions  taken  in 
connection  with  the  apportionments  or  other  administrative  operations,  the 
annual  programs  have  been  changed  as  a  matter  of  planned  reprograming,  prop¬ 
erly  approved  by  management,  only  the  amount  of  the  approved  annual  pro¬ 
grams  will  be  entered  in  this  column  (as  is  the  case  for  amounts  entered  in 
column  (2)  of  DD  Form  690).  In  the  event  that  the  approved  annual  programs 
are  less  than  the  total  funds  available  for  programs,  the  line  entry  "Planned 
unprogramed  amounts”  will  be  used  to  indicate  the  savings  planned  in  the 
annual  accounts  or  to  indicate  the  changes  among  program-years  in  the  no¬ 
year  appropriations.  Actual  reprogramings  which  result  solely  from  the  non¬ 
apportionment  of  funds  will  be  reported  in  the  same  manner  as  other  reprogram¬ 
ings,  with  the  explanation  being  given  as  “Nonapportionment  of  funds.” 

4.  Reimbursements  from  other  accounts  (col.  If ) . — Enter  in  this  column 
the  actual  amounts  of  reimbursements  to  the  date  of  the  report  which  have  been 
included  in  the  amounts  entered  in  column  (3)  as  attributable  to  reimbursable 
operations.  This  method  of  reflecting  reimbursable  operations  is  designed  to 
minimize  the  amount  of  “apparent”  reprograming  merely  as  a  result  of  changes 
in  reimbursable  work  which  may  not  affect  the  planned  programs  utilizing  ap¬ 
propriated  funds.  Further,  by  subtracting  the  amount  of  reimbursements  from 
the  total  annual  program,  the  resultant  net  annual  program  for  appropriated 
funds  will  be  more  nearly  comparable  with  the  net  program  as  initially  approved. 

5.  Net  program  from  appropriated  funds  (col.  5). — Enter  in  this  column 
the  difference  between  the  amount  in  column  (3)  and  the  amount  in  column  (4) 
by  budget  activity/program  or  item.  This  difference  will  be  assumed  to  repre¬ 
sent,  as  closely  as  practicable,  the  net  annual  program  from  appropriated  funds, 
in  a  manner  similar  to  that  used  in  the  budget  justification  books  for  “direct” 
obligations. 

6.  Adjusted  net  jrrogram  (col.  6). — Enter  in  this  column  the  same  amounts 
as  reported  in  column  (7)  of  format  A. 

7.  Total  reprograming  during  period  (col.  7). — Enter  in  this  column  the 
difference  between  the  amount  in  column  (5)  and  the  amount  in  column  (6)  by 
budget  activity  /program  or  item.  These  differences  will  be  both  plus  and  minus. 
The  amounts  in  this  column  will  represent  the  total  reprograming,  both  major 
and  minor,  through  the  reporting  period. 

8.  Major  reprograming  reported  to  Congress  to  date  (col.  8). — Enter  in 
this  column  the  amounts  of  the  major  reprogramings  which  have  been  cleared 
with  the  Assistant  Secretary  of  Defense  (Comptroller)  and  reported  to  the 
Congress  through  the  reporting  period.  These  clearances  in  letter  form  should 
be  so  maintained  by  some  serial  numbering  system  as  to  permit  a  rapid  and 
accurate  summary  to  be  made  for  inclusion  in  this  column  of  the  report. 
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9.  Net  reprograming  (col.  9). — Enter  in  this  column  the  difference  in  the 
amount  in  column  (7)  and  the  amount  in  column  (8)  by  budget  activity/pro¬ 
gram  or  item.  These  differences  will  represent  all  minor  reprograming,  which 
did  not  require  prior  clearance,  and  any  major  reprograming  actions  which 
have  been  cleared  with  the  Assistant  Secretary  of  Defense  (Comptroller)  but 
not  yet  reported  to  the  Congress.  Additional  comments  or  remarks  in  explana¬ 
tion  of  the  reprograming  report  should  be  shown  on  the  reverse  of  the  sheets  or 
by  attaching  a  separate  sheet  to  each  applicable  appropriation  report. 

Senator  Symington.  Reporting — does  that  mean  you  ask  the  Con¬ 
gress  for,  say  1,600  million  on  the  basis  of  various  airplanes  and  then 
you  can  change  that  at  your  will  without  coming  back  to  the  Con¬ 
gress  and  asking  for  permission  to  change  it? 

Mr.  Lanman.  It  is  my  understanding,  sir,  that  no  major  change  is 
made  without  consultation. 

Senator  Kennedy.  I  want  to  ask  one  last  question.  How  broadly 
can  you  reach  into  other  sources  of  funds  if  you  do  not  have  sufficient 
funds  to  pay  for  a  specific  program  ? 

Mr.  Lanman.  Only  within  the  confines  of  the  same  appropriation ; 
that  is,  the  aircraft  appropriation. 

Senator  Kennedy.  For  instance,  can  you  take  the  money  for 
fighters  ? 

Mr.  Lanman.  Because  of  the  way  money  is  appropriated,  yes,  sir. 

Senator  Kennedy.  Does  it  just  have  to  be  for  planes  or  can  it  be  for 
Air  Force  bases? 

Mr.  Lanman.  The  Air  Force  has  six  major  subdivisions. 

Senator  Kennedy.  Does  every  explanation  have  to  be  in  one  of  those 
subdivisions  ? 

Mr.  Lanman.  Yes. 

Senator  Symington.  Mr.  Chairman,  may  I  ask  one  more  question  ? 

Senator  Kennedy.  Yes,  and  after  that,  we  will  adjourn.  I  also 
want  these  letters,  referring  to  Senator  Payne’s  bill,  S.  3199,  to  be  in¬ 
serted  in  the  record. 


United  States  Senate, 

Committee  on  Interstate  and  Foreign  Commerce. 

March  19,  1956. 


Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization 

of  the  Committee  on  Government  Operations 
United  States  Senate,  Washington  25,  D.  C. 


Dear  Senator  :  I  am  very  sorry  that  I  will  not  be  able  to  be  present  at  your 
hearings  on  S.  3199.  This  bill  is  designed  to  improve  governmental  budget  and 
accounting  procedures. 

I  would  appreciate  it  if  you  would  insert  this  letter  in  the  record.  As  you 
know,  I  am  a  cosponsor  of  S.  3199  and  think  highly  of  its  purposes  and  objec¬ 
tives.  Accordingly,  I  urge  that  it  receive  the  favorable  action  of  your  subcom¬ 
mittee. 

With  best  wishes,  1  am, 

Sincerely  yours. 


John  Marshall  Butler, 
United  States  Senator  from  Maryland. 
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United  States  Senate, 
Committee  on  Public  Works. 

March  20.  1050. 

In  re  S.  3199. 

Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization 

of  the  Committee  on  Government  Operations, 

United  States  Senate. 


Dear  Senator  Kennedy  :  I  have  the  honor  to  cosponsor  S.  3199,  a  bill  to  im¬ 
prove  governmental  budgeting  and  accounting  methods  and  procedures,  and  for 
other  purposes.  This  bill,  pending  before  your  subcommittee,  was  introduced 
by  our  colleague,  Senator  Frederick  Payne,  whom  I  consider  outstandingly 
qualified  in  this  field  by  reason  of  his  career  in  accounting  and  fiscal  practices, 
both  in  business  and  Government. 

Since  Senator  Payne  will  testify  before  your  subcommittee,  I  will  not  make 
a  detailed  analysis  of  this  measure.  I  am  sure  Senator  Payne  will  present  a 
strong  case  of  its  most  serious  consideration  by  your  subcommittee. 

This  bill  would  implement  the  majority  of  recommendations  of  the  second 
Hoover  Commission  Report  on  Budget  and  Accounting.  A  lion’s  share  of  the 
savings  envisioned  by  the  Commission  to  result  from  adoption  of  its  recom¬ 
mendations,  would  result  from  implementation  of  its  proposals  in  this  area. 

The  potentialities  of  sound  fiscal  management  have  never  been  realized  by 
the  Federal  Government.  Budgeting  is  more  than  estimating  expenditures  and 
revenue.  Budgeting  should  provide  tools  to  control  expenditure  and  to  insist 
on  efficient  management  of  the  agencies. 

Accounting  is  more  than  mere  tabulation  of  income  and  outgo.  Accounting 
should  provide  financial  facts  to  make  a  realistic  review  of  past  and  proposed 
performance. 

The  foundation  for  our  present  Federal  budget  and  accounting  system  was 
laid  in  the  Budget  and  Accounting  Act  of  1921.  Since  then,  the  size  of  our 
Federal  Government,  as  measured  by  its  annual  spending,  has  mushroomed  to 
more  than  15  times  its  1921  size. 

The  single  stark  fact  that  the  United  States  Government  now  spends  $05 
billion  a  year  should  impress  on  the  Congress  the  need  for  having  the  most 
modern  and  efficient  budgeting  and  accounting  systems  devised  by  man. 

Tn  a  recent  speech  in  which  he  urged  adoption  of  these  recommendations,. 
Mr.  Hoover  simply  but  eloquently  stated  the  case  for  these  proposals.  He  said, 
“Competence  and  leadership  in  the  housekeeping  of  our  Government  are  a  con¬ 
tribution  to  freedom  in  every  American  home.” 

Letters  to  me  from  hundreds  of  Nebraskans  indicate  that  there  is  a  very 
wide  base  of  support  for  the  recommendations  of  the  second  Hoover  Commission 
in  my  State. 

Again,  I  urge  your  subcommittee  to  give  implementation  of  the  budgeting 
and  accounting  report  of  the  Hoover  Commission,  as  provided  in  S.  3199,  its  more- 
serious  consideration  and  favorable  action,  at  a  very  early  date. 

Sincerely  yours, 


Roman  L.  Hrijska, 
United  States  Senator  from  Nebraska. 


United  States  Senate, 

Committee  on  Armed  Services, 

March  21,  0)50. 

Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization 

of  the  Committee  on  Government  Operations. 

Senate  Office  Building,  Washington,  1).  C. 

My  Dear  Mr.  Chairman  :  Senator  Payne  has  advised  me  that  you 
commence  hearings  shortly  on  the  bill  introduced  by  himself  and  others, 
ing  myself,  “To  Improve  Governmental  Budgeting  and  Accounting  Methods  and 
Procedures,  and  for  Other  Purposes.”  He  also  states  that  this  bill  combines  the- 
recommendations  of  the  Hoover  Commission  on  budgetary  and  accounting 
practices. 


are  to 
includ- 
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Whether  or  not  this  bill  is  in  final  satisfactory  form  to  accomplish  the  results 
is  for  your  Committee  to  say.  I  believe  that  the  Federal  system  of  budgeting; 
and  accounting  methods  can  he  improved.  May  I  cite  four  instances  : 

1.  Many  of  our  municipalities  and  State  governments  have  an  accrual  system. 
So  far  as  I  know,  the  Federal  Government  has  none. 

2.  It  is  my  understanding  that  there  is  no  present  method  for  accounting  for 
outstanding  checks.  In  other  words,  the  cash  balance  of  the  Treasury  Depart¬ 
ment  is  made  up  on  day-to-day  basis  after  the  day’s  business  is  completed. 

3.  The  inventory  systems  of  the  Government  are  far  from  complete.  The 
armed  services  are  building  one  up  but  it  is  progressing  very  slowly.  Until 
very  recently  there  was  no  inventory  of  real  estate  owned  by  the  Government. 

4.  Under  present  budgetary  practices,  original  estimates  are  built  up  almost 
a  year  in  advance  of  the  start  of  the  fiscal  year.  In  some  instances  they  are 
outdated  by  the  time  they  are  put  into  effect. 

While  there  are  other  instances  that  I  could  call  to  your  attention,  these  are 
four  examples  which  induced  me  to  join  in  the  filing  of  this  bill.  I  appreciate 
the  opportunity  to  join  and  to  bring  these  facts  to  your  attention. 

With  best  regards,  I  am, 

.Sincerely, 


Leverett  Saltonstatx, 
United  States  Senator  from  Massachusetts. 


Congress  of  the  United  States, 

House  of  Representatives, 
'Washington,  D.  C.,  March  21,  1956. 


Hon.  John  F.  Kennedy, 

Chairman,  Reorganization  Subcommittee,  Senate  Committee  on  Government 
Operations,  Washington,  D.  C. 


Dear  Mr.  Chairman  :  I  understand  that  the  Reorganization  Subcommittee  is 
currently  holding  hearings  on  Senator  Payne’s  bill,  S.  3190,  which  would  imple¬ 
ment  and  carry  out  certain  recommendations  of  the  Hoover  Commission’s  Budget 
and  Accounting  Report. 

I  would  like  to  have  been  able  to  appear  before  your  subcommittee  to  speak  on 
behalf  of  Senator  Payne’s  bill  because  I  have  a  deep  interest  in  the  subject  and 
have  introduced  in  the  House  a  bill,  H.  R.  9402,  which  is  an  exact  companion 
measure  to  Senator  Payne’s  bill.  Unfortunately,  because  of  prior  commitments, 
I  probably  shall  be  unable  to  appear  before  your  subcommittee  today. 

I  would  appreciate  it  very  much  if  the  subcommittee  would  accept,  for  insertion 
within  the  transcript  of  its  hearings,  my  enclosed  statement  on  behalf  of  Senator 
Payne’s  bill. 

Sincerely  yours, 


Glenard  P.  Lipscomb, 

Member  of  Congress. 


Statement  of  IIon.  Glenard  P.  Lipscomb,  a  Representative  in  Congress  From 

the  State  of  California 

Mr.  Chairman,  I  appreciate  the  subcommittee’s  permitting  me  to  submit  for  the 
record  of  these  hearings  this  statement  endorsing  Senator  Payne’s  bill,  S.  3199, 
introduced  by  the  Senator  on  February  14,  195(5,  which  would  implement  and 
carry  out  certain  recommendations  of  the  Hoover  Commission  contained  in  the 
Hoover  Commission’s  Budget  and  Accounting  Report  transmitted  to  the  Congress 
in  June  1955. 

On  February  20,  1956,  I  introduced  in  the  House  a  bill,  H.  R.  9402,  which  is 
an  exact  companion  measure  to  Senator  Payne’s  bill. 

I  would  like  to  commend  the  Senate  Government  Operations  Committee  upon 
its  timely  and  serious  consideration  of  Senator  Payne’s  bill  and  related  budget 
and  accounting  reform  proposals.  I  have  long  believed  that  one  of  the  most 
important  and  pressing  areas  for  legislative  action  is  the  field  of  budgeting  and 
accounting.  Significant  improvements  in  financial  management  at  almost  all 
levels  of  Government  are  possible,  and  the  Congress  should  make  every  effort  to 
improve  and  modernize  our  governmental  budgeting  and  accounting  systems  to 
make  possible  the  most  effective  congressional  control  over  Government  ex¬ 
penditures. 
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I  strongly  urge  tlie  enactment  of  S.  3199  because  I  believe  it  will  make  possible 
more  effective  congressional  control  over  Government  expenditures.  It  does  this 
by  providing  for  cost-based  accounting  and  cost-based  budgeting  throughout  the 
Government.  With  cost-based  budgeting  the  Congress  will  be  in  a  position  to 
make  appropriations  for  each  year  in  terms  of  the  estimated  annual  accrued 
expenditures  during  that  year — that  is,  Congress  can  make  available  to  the 
executive  agencies  for  any  fiscal  year  funds  only  sufficient  to  cover  the  cost  of 
goods  and  services  estimated  to  be  received  in  that  year.  The  establishment  of 
appropriations  on  an  accrued  expenditure  basis  is  a  fundamental  step  that  must 
be  taken  if  Congress  is  to  regain  effective  control  over  the  purse  strings.  This 
requires  cost-based  budgets  which  can  be  developed  only  if  Government  agencies 
maintain  their  accounts  on  an  accrual  basis. 

Section  2  (b)  of  this  bill  provides  that  the  accounts  of  each  agency  shall  be 
kept  on  an  accrual  basis  to  show  the  actual  cost  of  operation.  This  would 
facilitate  the  preparation  of  cost-based  budgets. 

Section  1  (.  b )  provides  that  cost-based  budgets  should  be  used  by  all  depart¬ 
ments  and  agencies.  It  goes  on  to  provide  that  all  departments  and  agencies 
shall  submit  performance  reports  to  the  Bureau  of  the  Budget.  These  reports 
will  be  important  documents  in  making  significant  the  cost-based  performance 
budgets  developed  by  the  agencies. 

To  facilitate  the  development  of  cost-based  accrual  accounts  and  of.  cost-based 
performance  budgets,  section  2  (c)  provides  for  the  creation  in  the  Bureau  of 
the  Budget  of  a  Staff  Office  of  Accounting.  This  agency,  with  the  cooperation 
of  the  Department  of  the  Treasury  and  the  General  Accounting  Office,  would 
assist  the  operating  departments  and  agencies  in  the  development  of  adequate 
accounting  systems  to  meet  the  objectives  of  this  bill. 

The  Congress,  by  enactment  of  the  Budget  and  Accounting  Procedures  Act  of 
1950,  took  a  significant  step  forward  in  providing  for  the  use  of  program  or 
performance  budgets  by  the  executive  agencies  of  the  Government.  The  ob¬ 
jective  of  this  law  was  to  have  the  Government  departments  show  how  they 
intended  to  spend  their  money  on  the  basis  of  the  major  programs  that  the  agen¬ 
cies  carry  out.  To  make  such  a  budget  thoroughly  effective  and  meaningful. 
Government  accounts  must  be  kept  on  a  cost  or  an  accrual  basis  and  not  merely 
on  an  appropriations  basis.  The  agencies  must  be  able  to  tell  what  a  given  pro¬ 
gram  has  cost  and  is  likely  to  cost  in  a  given  fiscal  year,  and  not  merely  how  much 
appropriated  funds  have  been  spent  in  a  given  fiscal  year.  Only  with  adequate 
accrual  cost-based  accounts  can  a  budget  be  developed  that  will  show  how 
much  a  given  program  is  likely  to  cost  in  a  given  fiscal  year.  Thus  the  enact¬ 
ment  of  this  bill,  in  my  opinion,  is  a  necessary  step  to  make  thoroughly  effective 
the  Budget  and  Accounting  Procedures  Act  of  1950. 

The  most  important  reason  for  the  enactment  of  this  bill  is  that  only  through 
the  use  of  accrual  accounting  and  cost-based  budgets  can  the  Congress  regain 
more  effective  control  of  the  purse,  because  then  it  will  be  in  a  position  to  make 
annual  appropriations  on  the  basis  of  the  estimated  accrued  expenditures  that 
are  to  be  made  during  the  forthcoming  fiscal  year.  This  would  put  an  end  to 
the  practice  in  the  executive  agencies  of  building  up  unexpended  balances  of 
appropriated  funds.  At  the  beginning  of  the  fiscal  year  1956,  there  was  avail¬ 
able  to  Government  agencies  out  of  funds  appropriated  for  previous  fiscal  years 
$53,900  million  of  unexpended  funds. 

The  availability  of  such  large  unexpended  balances  of  appropriated  funds 
impairs  congressional  control  over  the  purse  for  several  reasons : 

First,  it  creates  an  incentive  upon  the  part  of  the  spending  agencies  to  obligate 
funds  to  prevent  appropriations  from  lapsing. 

Second,  Congress  is  not  able  to  control  the  cost  incurred  in  carrying  out  spe¬ 
cifically  approved  programs. 

Third,  Congress  cannot  control  the  level  of  expenditures  in  any  given  year. 
The  amount  of  money  appropriated  for  any  fiscal  year  under  present  cir¬ 
cumstances  has  little  relationship  to  the  amount  of  money  spent  in  that  fiscal 
year. 

Fourth,  there  is  no  direct  and  effective  control  over  the  budget  surplus  or 
deficit  in  any  fiscal  year. 

If  the  Congress,  made  up  of  the  chosen  representatives  of  the  American  people, 
is  to  exercise  any  constitutional  degree  degree  of  effective  control  over  the 
executive  branch,  it  must  be  in  a  position  to  control  the  amount  of  money 
to  be  expended  by  it.  Effective  control  over  the  purse  is  one  of  the  most  im¬ 
portant  devices  available  to  Congress  for  protecting  the  American  people  from 
the  potentiality  of  irresponsible  expenditures. 
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The  enactment  of  S.  3199  will  make  It  possible  for  us  to  attain  this  objective, 
and  it  will  enable  the  executive  branch  to  develop  adequate  accounting  that  is 
a  necessary  tool  for  efficient  management. 


Chamber  of  Commerce  of  the  United  States, 

Washington  6,  D.  C.,  March  20, 1956. 


Hon.  John  F.  Kennedy, 

Senate  Committee  on  Government  Operations, 
Senate  Office  Building,  Washington,  D.  G. 


Dear  Senator  Kennedy  :  A  statement  in  support  of  the  underlying  objectives 
of  S.  3199,  upon  which  bill  your  subcommittee  is  holding  hearings,  is  being  pre¬ 
pared  for  submission  on  behalf  of  the  Chamber  of  Commerce  of  the  United  States 
by  Mr.  M.  C.  Conick,  resident  partner,  Main  &  Co.,  First  National  Bank  Building, 
Pittsburgh,  Pa. 

We  would  very  much  appreciate  permission  to  submit  it  later  for  the  record 
of  your  hearings. 

Cordially  yours, 


Clarence  R.  Miles, 
Manager,  Legislative  Department. 


Senator  Kennedy.  The  hearing  will  be  resumed  on  Monday  and 
the  Department  of  Defense  will  have  a  chance  to  discuss  this  subject. 

Mr.  Lanman.  Mr.  McNeil  asked  me  to  apologize  for  his  absence. 
He  is  unavoidably  out  of  the  city. 

Senator  Kennedy.  Can  he  be  with  us  on  Monday  ? 

Mr.  Lanman.  I  hope  so,  sir.  I  will  discuss  it  with  him. 

Senator  Kennedy.  At  the  suggestion  of  Senator  Symington  we 
will  have  the  hearing  on  Tuesday,  as  far  as  the  Department  of  De¬ 
fense  is  concerned,  and  some  of  the  other  agencies,  which  were  noti¬ 
fied  this  afternoon,  can  be  heard  on  Monday. 

Senator  Symington.  I  would  like  to  ask  one  more  question. 

Senator  Kennedy.  Yes. 

Senator  Symington.  Are  there  any  differences  with  respect  to  long¬ 
term  purchase  contractual  obligations  between  the  various  services? 
As  I  understand  it,  you  say  there  are  not? 

Mr.  Lanman.  With  respect  to  the  most  major  items,  sir,  there  is 
no  difference,  but  there  are  some. 

Senator  Symington.  Most  major - 

Mr.  Lanman.  Ships,  aircraft,  and  so  forth. 

Senator  Symington.  All  on  the  same  basis  ? 

Mr.  Lanman.  Yes,  sir,  except  that  in  the  Navy  and  in  1  or  2  aspects 
of  the  maintenance  and  operations  appropriations,  there  are  some 
long-lead-time  items  which  are  financed  by  annual  appropriations 
which  we  discussed  here  yesterday.  This  is  not,  however,  compara¬ 
tively  speaking,  a  large  segment  of  our  procurement. 

Senator  Symington.  I  understand.  In  other  words,  the  major 
things  run  across  the  board  for  all  services ;  is  that  right? 

Mr.  Lanman.  Major  items. 

Senator  Symington.  Thank  you,  Mr.  Lanman. 

Senator  Payne,  would  you  care  to  ask  any  questions  ? 

Senator  Payne.  No,  thank  you  very  much.  I  know  you  are  anxious 
to  get  up  on  the  floor.  This  is  an  interesting  subject. 

Senator  Symington.  I  would  be  very  glad  to  yield  to  somebody  who 
knows  as  much  as  you  do. 
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Senator  Payne.  Thank  you  very  much.  The  point  that  we  have 
been  discussing  is  the  one  I  did  leave  out  of  the  bill.  I  did  say  in  the 
statement,  which  was  read  prior  to  your  being  able  to  come  to  this 
committee,  my  strong  support,  however,  of  this  provision  and  urging 
the  committee  to  give  real  consideration  to  adding  it  to  the  bill  because 
it  was  needed. 

Let  me  just  say,  finally,  that  my  interest  in  this  goes  back  a  long,, 
long  way  because  my  start  in  life  in  this  field  came  through  the  dis¬ 
tinguished  father  of  the  chairman  of  this  subcommittee,  Joseph  P. 
Kennedy,  who  is  a  very  distinguished  gentleman.  I  worked  with  him 
for  many  years  in  theater  operations. 

Senator  Symington.  Thank  you.  Senator. 

The  subcommittee  will  recess  until  10  o’clock  on  Monday. 

(Whereupon,  at  12:  05  p.  m.,  the  subcommittee  adjourned.) 
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MONDAY,  MARCH  26,  1956 

United  States  Senate, 

Subcommittee  on  Reorganization  of 
the  Committee  on  Government  Operations, 

Washington ,  D.  G. 

The  subcommittee  met,  pursuant  to  call,  at  10  a.  m.,  in  room  412. 
Senate  Office  Building,  Washington,  D.  C.,  Senator  Strom  Thurmond, 
presiding. 

Present:  Senators  Strom  Thurmond,  Democrat,  South  Carolina; 
Norris  Cotton,  Republican,  New  Hampshire,  and  Thomas  E.  Martin, 
Republican,  Iowa. 

Also  present:  Miles  Scull,  Jr.,  professional  staff  member;  Glenn  K. 
Shriver,  professional  staff  member ;  Mrs.  Kathryn  M.  Keeney,  clerical 
assistant. 

Senator  Thurmond.  We  will  resume  hearings  today  upon  recom¬ 
mendations  made  by  the  Hoover  Commission  relating  to  improvements 
in  the  Government’s  budgeting  and  accounting  systems. 

The  subcommittee  will  receive  testimony  this  morning  from  repre¬ 
sentatives  of  the  Bureau  of  the  Budget,  the  General  Accounting  Office, 
and  the  Treasury  Department  on  S.  3199,  which  would  implement 
the  Hoover  Commission’s  recommendations  in  these  important  areas. 

The  chairman,  Senator  Kennedy,  who  is  out  of  the  city  today,  has 
asked  me  to  express  his  appreciation  and  that  of  the  subcommittee  to 
the  witnesses  who  were  not  heard  on  Wednesday  last,  and  who  have 
returned  today  to  present  their  testimony. 

Now,  just  before  we  hear  the  first  witness,  Mr.  William  F.  Finan, 
Assistant  Director  for  Management  and  Organization,  the  Bureau 
of  the  Budget,  we  are  going  to  give  the  Senator  from  New  Hampshire, 
Senator  Cotton,  an  opportunity  to  present  a  statement. 

STATEMENT  OF  HON.  NORRIS  COTTON,  UNITED  STATES  SENATOR 
FROM  THE  STATE  OF  NEW  HAMPSHIRE 

Senator  Cotton.  Mr.  Chairman,  I  wish  to  make  a  brief  statement, 
as  a  member  of  the  subcommittee  and  as  a  cosponsor  of  S.  3362,  be¬ 
fore  we  hear  the  first  witness,  in  order  to  bring  out  an  important  and 
heretofore  unmentioned  aspect  of  the  bill. 

If  enacted  in  substantially  its  present  form,  as  I  hope  it  will  be, 
S.  3362  will  reduce  the  amount  of  carryover  funds  available  for  ex¬ 
penditure  after  the  end  of  the  current  fiscal  year  by  an  estimated  $5 
billion. 

It  will  increase  congressional  control  of  the  purse  strings  to  the 
extent  of  $5  billion  by  requiring  new  appropriations  from  Congress 
before  that  amount  can  be  spent. 
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Furthermore,  the  bill  will  reduce  the  balance  of  unused  appro¬ 
priations  available  after  the  end  of  the  next  fiscal  year  by  an  addi¬ 
tional  $2.5  billion,  based  on  current  estimates. 

These  tremendous  carryover  balances  have  made  it  difficult  both  for 
Congress  to  gain  control  of  the  purse  and  for  the  executive  branch  to 
get  control  of  Government  spending. 

The  President’s  budget  estimates  that  the  amount  of  these  funds 
which  will  be  available  at  the  beginning  of  the  fiscal  year  starting 
July  1,  1956,  is  $47.6  billion.  Passage  of  this  bill  would  reduce 
that  amount  to  an  estimated  $42.6  billion. 

The  bill  will  further  reduce  the  funds  to  be  carried  forward  at  the 
end  of  the  1957  fiscal  year  to  an  estimated  $39.3  billion,  just  about  half 
as  much  as  they  were  when  the  Eisenhower  administration  took  office. 

These  reductions  are  accomplished  in  the  bill  by  requiring  all  agen¬ 
cies  to  write  off  their  books  and  return  to  the  Treasury  within  90  days 
after  the  end  of  the  fiscal  year  all  unobligated  annual  appropriations 
for  that  year.  Under  the  present  law,  these  amounts  are  available 
for  expenditure  by  the  departments  and  agencies  for  an  additional  2 
years. 

While  these  reductions  will  not  actually  affect  the  balancing  of  the 
budget,  the  fact  that  amounts  of  this  magnitude  will  be  written  off  the 
books  of  the  various  departments  should  aid  in  producing  sufficient 
economies  and  savings. 

It  also  seems  worth  noting  that  the  bill  would  result  in  additional 
direct  savings  which  in  the  General  Accounting  Office  alone  will 
amount  to  about  $600,000  a  year. 

Mr.  Chairman,  I  wanted  to  make  that  statement  because  I  have  been 
intensely  interested  in  this  bill  and  was  one  of  its  sponsors,  and  it 
seemed  an  amazing  thing  to  me  that  it  had  such  a  far-reaching  signifi¬ 
cance,  not  in  savings,  but  in  the  bookkeeping  of  the  Government.  And 
I  want  to  get  that  before  the  subcommittee. 

Senator  Thurmond.  We  are  indeed  grateful  to  the  able  and  dis¬ 
tinguished  Senator  from  New  Hampshire. 

Senator  Cotton.  Thank  you,  Mr.  Chairman. 

Senator  Thurmond.  Mr.  William  F.  Finan,  assistant  director  for 
management  and  organization  of  the  Bureau  of  the  Budget,  is  our 
first  witness  this  morning  on  S.  3199. 

We  are  glad  to  have  him  with  us  and  ask  him  to  proceed. 

Mr.  Finan.  Thank  you,  Mr.  Chairman.  1  am  very  happy  to  be 
here  this  morning. 

Senator  Thurmond.  If  you  would  like  to  introduce  your  associate, 
we  would  be  glad  to  have  you  do  so. 

Mr.  Finan.  I  am  accompanied  by  Mr.  William  J.  Armstrong,  who 
is  the  Chief  of  the  Accounting  Group  of  the  Bureau  of  the  Budget. 
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STATEMENT  OF  WILLIAM  F.  FINAN,  ASSISTANT  DIRECTOR  FOR 
MANAGEMENT  AND  ORGANIZATION,  BUREAU  OF  THE  BUDGET; 
ACCOMPANIED  BY  WILLIAM  J.  ARMSTRONG,  CHIEF,  ACCOUNTING 
GROUP,  BUREAU  OF  THE  BUDGET 

Senator  Thurmond.  Mr.  Finan,  would  jTou  care  to  summarize  your 
statement?  We  will  place  your  entire  statement  in  the  record.  If 
you  care  just  to  summarize  it  for  the  purposes  here,  it  might  save  time. 
(The  prepared  statement  of  Mr.  Finan  is  as  follows :) 

Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington  25,  D.  G.,  March  20,  1956. 

Hon.  John  P.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization, 

Committee  on  Government  Operations, 

United  States  Senate,  Washington  25,  D.  C. 

My  Dear  Mr.  Chairman  :  This  will  acknowledge  your  letter  of  February  21, 
1956,  inviting  the  Bureau  of  the  Budget  to  comment  on  S.  3199,  a  bill  “To 
improve  governmental  budgeting  and  accounting  methods  and  procedures,  and 
for  other  purposes.” 

This  bill  is  based  upon  the  budget  and  accounting  report  of  the  Commission 
on  Organization  of  the  Executive  Branch  of  the  Government.  The  Bureau  of 
the  Budget  has  the  following  comments  to  offer  on  the  various  provisions  of 
S.  3199. 

AMENDMENTS  TO  THE  BUDGET  AND  ACCOUNTING  ACT,  1921 

Section  1  (a)  :  This  subsection  adds  additional  language  to  section  213  of  the 
Budget  and  Accounting  Act  of  1921.  It  is  designed  to  implement  recommendation 
No.  22  of  the  Hoover  Commission  Budget  and  Accounting  Report.  In  making 
this  recommendation,  the  Hoover  Commission  suggested  amending  the  Budget 
and  Accounting  Procedures  Act  of  1950,  to  make  the  Bureau  of  the  Budget 
responsible  for  developing  comprehensive  reports  of  the  financial  results  of  activi¬ 
ties  for  the  Government  as  a  whole  and  for  each  of  its  major  component  activities. 
Since  this  subsection  amends  the  Budget  and  Accounting  Act  of  1921  and  specifies 
the  preparation  of  comprehensive  reports  showing  financial  results  for  activities 
of  the  departments  and  establishments,  it  is  more  limited  in  coverage  than  the 
Hoover  Commission  recommendation.  Under  the  definitions  of  the  1921  act,  the 
terms  “departments  and  establishments”  exclude  the  legislative  branch  and  the 
Supreme  Court. 

It  should  be  noted  that  this  recommendation  is  also  the  subject  of  separate 
pending  legislation :  H.  R.  8236  and  S.  3323,  bills  “To  provide  for  comprehensive 
reports  by  the  Bureau  of  the  Budget  with  respect  to  all  branches  of  the  Govern¬ 
ment  and  the  executive  agencies  thereof.”  Both  of  these  latter  bills  amend  the 
Budget  and  Accounting  Procedures  Act  of  1950  and,  as  indicated  by  their  titles, 
their  coverage  is  broader. 

The  existing  provisions  of  the  Budget  and  Accounting  Procedures  Act  of  1950 
require  that  the  Secretary  of  the  Treasury  prepare  reports  that  will  “present 
the  results  of  the  financial  operations  of  the  Government”  and  this  bill  does  not 
amend  that  requirement.  This  provision  would,  therefore,  hold  a  potential  for 
duplication  of  effort  in  the  central  agencies  as  well  as  undesirable  effects  in  the 
operating  agencies  required  to  produce  the  necessary  information. 

The  development  of  an  integrated  system  of  financial  reporting  by  the  Federal 
Government  that  would  avoid  duplication  of  effort  in  the  operating  and  central 
agencies  is  one  of  the  major  objectives  of  the  joint  accounting  program.  Progress 
has  been  and  is  being  made  in  that  direction,  based  on  the  cooperative  efforts  of 
the  General  Accounting  Office,  the  Bureau  of  the  Budget,  the  Treasury  Depart¬ 
ment,  and  the  operating  agencies.  Illustrative  are  recent  improvements  in  the 
central  reports  issued  by  the  Treasury  Department.  Work  is  currently  underway 
on  the  development  by  the  operating  agencies  of  the  kinds  of  financial  informa¬ 
tion  which  will  be  needed  to  provide  the  basis  of  improved  central  reports  of  the 
types  recommended  by  the  Hoover  Commission.  The  Bureau  of  the  Budget  fully 
supports  the  objectives  of  the  Commission  in  this  respect.  As  the  Commission 
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task  force  noted,  however,  this  objective  cannot  be  completely  attained  until  the 
accounting  systems  throughout  the  executive  branch  have  been  developed  suffi¬ 
ciently  to  produce  the  necessary  data. 

In  view  of  these  facts  we  believe  that  legislation  on  this  subject  at  this  time 
would  be  premature.  We  recommend  therefore  that  section  1  (a)  be  deleted 
from  S.  3199. 

Section  1  (b)  :  This  subsection  would  amend  section  216  of  the  Budget  and 
Accounting  Act  of  1921  and  would  have  the  effect  of  writing  into  law  four  of  the 
Hoover  Commission  recommendations.  As  amended,  subsection  (a)  of  section 
216  would  require  the  use  of  cost  based  operating  budgets  by  all  departments  and 
establishments  as  proposed  in  recommendation  No.  3  of  the  Hoover  Commission. 
Subsection  (b)  would  require  internal  quarterly  performance  reports  to  the  heads 
of  departments  and  establishments;  annual  agency  reports  on  the  conduct  of 
operations  to  the  Bureau  of  the  Budget ;  and  an  annual  report  from  the  Bureau 
of  the  Budget  to  the  President  on  the  performance  of  all  departments  and  estab¬ 
lishments.  This  would  enact  recommendation  No.  2  and  the  remainder  of  recom¬ 
mendation  No.  3  of  the  Hoover  Commission.  Subsection  (c)  would  direct  the 
preparation  of  appropriation  requests  on  a  cost  basis,  consistent  with  the  sugges¬ 
tions  contained  in  Hoover  Commission  recommendation  No.  6.  Subsection  (d) 
would  require  the  submission  of  data  on  program  costs  and  accomplishments 
and  provide  for  review  of  organizational  performance,  thus  covering  that  portion 
of  the  Commission’s  recommendation  No.  4  that  is  not  already  specified  in  the 
Budget  and  Accounting  Act,  as  amended. 

The  Bureau  of  the  Budget  is  in  agreement  with  the  objectives  of  each  of  the 
Hoover  Commission  recommendations  involved  in  section  1  (b)  of  S.  3199.  Each 
of  these  proposals  can,  however,  be  implemented  without  specific  legislation  of 
the  type  proposed. 

With  regard  to  the  proposed  section  216  (b),  for  example,  the  entire  re¬ 
porting  process  has  been  given  continuous  attention  by  the  Bureau  of  the 
Budget  as  part  of  its  management  functions  and  responsibilities.  The  Bureau 
has  encouraged  agency  action  in  the  development  and  internal  use  of  suitable 
performance  information  for  management  and  budgetary  purposes.  The  com¬ 
plexity  of  agency  operations  and  the  variety  of  purposes  to  be  served  makes  it 
undesirable,  however,  to  fix  the  timing  of  internal  reports  in  the  manner  pro¬ 
posed  in  this  legislation.  With  respect  to  external  reporting,  the  agencies  regu¬ 
larly  submit  reports  on  the  conduct  of  operations  to  the  Bureau  of  the  Budget 
as  part  of  the  budget  process ;  and  the  Bureau  submits  pertinent  information 
of  this  type  to  the  President  informally  throughout  the  year  and  more  formally 
during  the  period  of  annual  budget  formulation. 

The  matter  of  improving  performance  reports  is  not  so  much  one  of  prescrib¬ 
ing  requirements  as  it  is  one  of  applying  sufficient  staff  to  the  work  to  bring 
about  more  rapid  accomplishment  of  the  desired  improvements.  Work  needs 
to  be  concentrated  on  determining  the  requirements  to  be  met  in  relation  to  the 
information  available  at  each  level  of  operation,  and  on  developing  the  neces¬ 
sary  data  in  a  form  calculated  to  be  most  helpful  to  those  who  will  use  it. 
The  President  and  other  officials  of  the  executive  branch  all  now  have  adequate 
authority  to  obtain  the  reports  and  information  which  they  require.  In  order 
to  permit  the  development  of  reporting  practices  most  suitable  to  the  purposes 
to  be  served  at  each  management  level,  the  Bureau  of  the  Budget  would  there¬ 
fore  recommend  against  enactment  of  the  proposed  section  216  (b) . 

The  other  proposed  subsections — 216  (a),  (e) ,  and  (d) — specify  the  use  of 
costs  for  management  and  budgetary  purposes.  Costs  are  recognized  as  an  im¬ 
portant  element  in  management  and  budgeting  in  the  executive  branch  and  this 
Bureau  in  recent  years  has  been  encouraging  the  introduction  of  such  data  into 
the  budget  process.  We  understand  by  these  subsections  that  reference  is  made 
to  the  type  of  cost-based  budgets  we  have  been  inti’oducing— showing  costs  re¬ 
conciled  to  obligations.  The  use  of  cost  information  as  proposed,  however,  is 
dependent  upon  the  ability  of  agency  accounting  systems  to  produce  such  data. 
While  the  joint  accounting  program  has  made  considerable  progress  in  ad¬ 
vancing  the  cost  concept  throughout  the  Government,  the  installation  in  the 
agencies  of  accounting  systems  that  develop  such  data  will  take  a  long  time. 
This  is  recognized  in  section  2  (b)  of  this  bill  which  requires  such  installations 
“as  soon  as  practicable.”  We  believe  that  a  similar  provision  should  be  in¬ 
cluded  in  subsections  216  (a),  (c)  and  (d).  In  addition,  we  suggest  the  deletion 
of  the  last  part  of  subsection  (d)  which  requires  a  review  of  performance  by 
organizational  units  whenever  such  units  do  not  coincide  with  performance 
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Budget  classifications.  This  provision  would  add  much  detail  inappropriate 
for  inclusion  in  the  budget  document  itself.  Such  material  can  be  furnished 
the  Congress  as  part  of  the  budget  justifications.  With  these  changes  the 
Bureau  of  the  Budget  has  no  objection  to  the  enactment  of  subsections  218 

(a) ,  (c)  and  (d). 

Section  1  (c)  :  This  subsection  of  S.  3190  adds  a  new  section  to  title  II  of 
the  Budget  and  Accounting  Act  of  1921.  The  language  is  directed  toward  partial 
implementation  of  the  first  recommendation  in  the  Hoover  Commission  Budget 
and  Accounting  Report — more  particularly  that  part  concerned  with  staff  assign¬ 
ments  in  the  Bureau  of  the  Budget.  It  directs  the  placement  of  Bureau  em¬ 
ployees  in  the  principal  departments  and  establishments  on  a  rotating  basis, 
specifies  that  not  more  than  two  persons  shall  be  placed  in  each  principal  sub¬ 
division  of  such  units,  and  indicates  that  such  persons  shall  possess  the  com¬ 
bined  skills  of  a  statistician,  cost  accountant,  administrative  expert,  and  pro¬ 
gram  analyst. 

This  subsection  of  the  bill  involves  the  all-important  area  of  Bureau-agency 
relationships.  For  best  results,  the  Bureau  has  found  that  relationships  with 
the  agencies  must  be  based  on  cooperation  and  mutual  understanding  of  the 
basic  factors  underlying  the  submission  and  presentation  of  agency  budgets. 
Limited  attempts  toward  the  type  of  arrangement  proposed  have  met  with  little 
success  in  the  past.  The  enactment  of  legislation  on  this  point  would,  we 
believe,  have  an  undesirable  effect  on  the  cooperative  effort  required  between 
this  Bureau  and  the  agencies  in  developing  the  executive  budget.  In  addition, 
it  would  be  difficult  for  the  Bureau  to  meet  the  specifics  of  this  section  in  termsi 
of  staffing  and  rotation  of  assignments  and  it  would  be  virtually  impossible  to 
find  persons  with  the  stated  qualifications.  The  Bureau  therefore  recommends 
against  enactment  of  section  1  (c).  It  is  proposed  to  adopt  a  substantial  part 
of  recommendation  No.  1  by  administrative  action. 

AMENDMENTS  TO  THE  BUDGET  AND  ACCOUNTING  PROCEDURES  ACT  OF  1050 

Section  2  (a)  :  This  subsection  covers  Hoover  Commission  Recommenda¬ 
tion  No.  5.  which  suggests  further  synchronization  of  agency  organization,  budget, 
and  accounting  classifications.  This  is  a  desirable  objective,  one  that  meets 
with  full  agreement  throughout  the  executive  branch  when  the  principle  is  ap¬ 
plied  on  a  practical  basis.  Since  adoption  of  the  performance  budget  concept, 
the  Bureau  of  the  Budget  and  joint  accounting  program  staff  have  continuously 
■emphasized  this  need.  Considerable  progress  has  been  made  and  the  agencies 
are  directing  efforts  toward  the  resolution  of  existing  problems  in  this  area 
under  instructions  issued  by  the  Bureau  of  the  Budget. 

Experience  has  shown  that  this  principle  must  be  applied  on  an  individual 
agency  basis — striving  for  consistency  to  the  extent  feasible  while  recognizing 
the  need  for  adequate  budget  presentation  of  the  programs  conducted  by  the 
agency.  In  view  of  the  progress  made  to  date,  the  governmentwide  accept¬ 
ance  of  this  objective,  and  the  continuous  attention  being  given  this  subject  in 
the  budget  process,  the  legislation  proposed  would  be  unnecessary.  Accord¬ 
ingly,  the  Bureau  of  the  Budget  recommends  that  section  2  (a)  not  be  enacted. 

Section  2  (b)  :  This  provision  has  the  effect  of  requiring  each  agency  to  main¬ 
tain  an  accrural  accounting  system,  including  appropriate  monetary  property 
accounts.  The  purpose  of  this  requirement  is  to  provide  cost  information  to 
serve  the  management  and  budgetary  needs  of  the  agency  and  the  Government. 
The  section  is  based  upon  two  of  the  Hoover  Commission  recommendations  in 
the  accounting  area — Nos.  14  and  16. 

The  maintenance  of  accounts  on  the  accrual  basis  is  generally  recognized  as 
the  most  suitable  method  of  obtaining  information  that  provides  for  full  dis¬ 
closure  of  agency  operations  and  financing.  The  installation  of  such  systems 
has  been  one  of  the  major  objectives  of  the  joint  accounting  program.  By  rea¬ 
son  of  the  nature  of  the  work  involved,  however,  this  is  a  long-range  job — which 
is  recognized  in  the  language  of  this  subsection.  In  view  of  the  relationship  of 
this  proposal  to  the  legislation  for  cost-based  budgeting  contained  in  section  1 

(b)  of  this  bill,  the  Bureau  of  the  Budget  similarly  has  no  objection  to  the  en- 
sections  to  the  Budget  and  Accounting  Procedures  Act  of  1950.  These  two  new 
actment  of  section  2(b). 

Section  2  (c)  :  This  portion  of  the  proposed  bill  would  add  two  additional 
sections  would  establish  a  Staff  Office  of  Accounting  in  the  Bureau  of  the  Budget, 
headed  by  an  Assistant  Director  for  Accounting,  who  would  be  appointed  by  the 
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President  and  assigned  specific  duties ;  and  would  authorize  and  direct  the  head 
of  each  executive  agency  to  provide  for  the  appointment  of  a  comptroller  who 
would  similarly  be  assigned  specific  duties.  This  reflects  Hoover  Commission 
Recommendation  Nos.  10  and  11,  which  are  also  the  subject  of  separate  pending 
legislation:  H.  R.  7209,  H.  R.  7338,  S.  2369,  and  S.  2480,  bills  “To  provide  for 
improving  accounting  in  the  executive  branch  of  the  Government,  and  for  other 
purposes.” 

The  substance  of  recommendation  Nos.  10  and  11  is  very  fundamental  to  the 
general  purpose  of  the  report  on  budget  and  accounting.  Assistant  Director 
Rappaport  has  recently  been  designated  as  responsible  for  expanding  the  Account¬ 
ing  Group  of  the  Bureau  of  the  Budget  and  implementing  these  recommendations. 

It  is  our  understanding  that  the  purpose  of  the  Hoover  Commission  recom¬ 
mendations  on  this  subject  was  to  propose  these  organizational  arrangements  for 
consideration  of  the  heads  of  the  affected  agencies,  rather  than  to  suggest  the 
passage  of  legislation  on  the  matter.  This  subsection,  however,  would  prescribe 
by  law  the  internal  organization  and  functions  for  financial  management  in  the 
executive  agencies.  This  runs  counter  to  the  principle  of  organizational  flexibility 
reflected  in  the  recommendations  of  the  first  Hoover  Commission,  which  were 
strongly  endorsed  by  the  Congress  in  subsequent  legislative  enactments.  In 
order  to  provide  for  the  most  practicable  and  efficient  operation  in  each  agency, 
the  responsible  head  of  the  organization  should  be  permitted  flexibility  in  the 
assignment  of  functions  and  duties,  rather  than  to  have  a  rigid  organization  pat¬ 
tern  imposed  by  law  on  his  fiscal  organization. 

Moreover,  the  provision  for  presidential  appointment  of  an  Assistant  Director 
for  Accounting  in  the  Bureau  of  the  Budget,  as  prescribed  in  this  legislation,  is 
inconsistent  with  the  present  method  of  appointing  assistant  directors.  Appoint¬ 
ments  are  now  made  by  the  Director  of  the  Bureau  of  the  Budget  and  we  con¬ 
sider  that  to  be  the  appropriate  method. 

The  Bureau  of  the  Budget  feels  that  this  legislation  is  undesirable  and  there¬ 
fore  proposes  deletion  of  section  2  (c)  of  S.  3199. 

Additional  Provisions 

The  remaining  three  sections  of  this  bill  establish  new  basic  legislation  in  the 
area  of  budgeting  and  accounting  in  the  Federal  Government. 

Section  3 :  This  section  establishes  the  intent  of  Congress  that  the  Govern¬ 
ment’s  allotment  system  should  be  simplified,  with  the  objective  of  establishing  a 
single  allotment  for  each  operating  unit  in  an  agency.  This  would  directly  imple¬ 
ment  Hoover  Commission  Recommendation  No.  13.  which  has  met  with  complete 
agreement  in  the  executive  branch. 

A  single  allotment  for  each  operating  unit  is  desirable  from  the  management 
standpoint  and  is  urged  where  practicable  to  provide  maximum  flexibility  in  the 
conduct  of  operations.  Effective  progress  has  been  made,  particularly  in  the  in¬ 
stallation  of  accrual  accounting  systems.  In  such  installations,  allotments  are 
generally  established  for  fund  control  at  the  highest  practical  level,  with  sub¬ 
ordinate  cost  accounts  utilized  for  operational  control  purposes. 

While  this  work  has  proceeded  and  could  continue  on  the  basis  of  administra¬ 
tive  direction,  the  Bureau  of  the  Budget  would  have  no  objection  to  enactment  of 
this  section  of  the  bill  in  view  of  its  relationship  to  the  provision  for  adoption  of 
accrual  accounting. 

Section  4 :  This  part  of  this  proposed  legislation  prescribes  the  use  of  a  single 
account  for  liquidation  of  valid  obligations  under  each  appropriation  or  fund  in 
the  respective  executive  agencies.  This  represents  a  direct  legislative  statement 
of  Hoover  Commission  Recommendation  No.  17,  which  is  directed  toward  sim¬ 
plification  of  existing  accounting  requirements. 

Legislation  is  necessary  to  enable  implementation  of  this  Hoover  Commission 
proposal,  and  a  bill  suitable  for  this  purpose  has  been  developed  under  the  joint 
accounting  program.  This  proposal  has  been  introduced  as  separate  legislation, 
designated  as  II.  R.  9593  and  S.  3362.  This  separate  legislation  not  only  would 
provide  for  a  desirable  simplification  in  the  maintenance  of  appropriation  ac¬ 
counts,  but  would  also  carry  out  Hoover  Commission  Recommendation  No. 
18 — which  is  not  covered  by  S.  3199.  This  latter  recommendation  suggests  the 
settlement  of  valid  claims  within  the  agencies  rather  than  by  the  General  Ac¬ 
counting  Office. 

The  proposed  bills  mentioned  immedately  above  differ  from  the  provisions  of 
section  4  of  S.  3199  in  that  all  prior  year  accounts  under  a  single  appropriation 
would  be  merged  into  one  account  but  would  be  kept  separate  from  the  current  ap- 
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propriation.  This  relatively  minor  deviation  from  the  Hoover  Commission  pro¬ 
posal  is  considered  desirable  to  avoid  the  possibility  of  augmentation  of  current 
year  funds  by  excess  obligating  authority  accruing  from  prior  year  appropriations. 

In  view  of  these  considerations,  the  Bureau  of  the  Budget  recommends  the  dele¬ 
tion  of  section  4  from  S.  3199 ;  but  suggests  favorable  consideration  of  the  separate 
legislation  identified  above  in  order  to  attain  the  accounting  simplifications 
desired. 

Section  5 :  The  last  section  of  this  bill  would  require  the  Comptroller  General 
and  the  Director  of  the  Bureau  of  the  Budget  to  make  joint  studies  of  steps  to 
eliminate  duplicate  accounting  within  the  Treasury  Department  and  between 
that  Department  and  other  agencies  and  of  internal  auditing  in  executive  agen¬ 
cies  ;  and  to  report  to  the  Congress  on  their  findings  within  2  years  of  enactment 
of  the  legislation.  This  is  directed  toward  accomplishment  of  Hoover  Commis¬ 
sion  Recommendations  Nos.  20  and  25. 

As  previously  pointed  out,  the  improvement  of  central  accounting  and  report¬ 
ing  has  been  a  major  activity  under  the  joint  accounting  program  since  its  in¬ 
ception.  Work  is  currently  under  way  on  installation  of  a  system  designed  to 
eliminate  duplicate  accounts  within  the  Treasury  Department.  As  for  the 
elimination  of  duplicate  accounts  between  Treasury  and  the  agencies,  this  is  a 
matter  of  current  concern  to  a  joint  working  group  established  for  the  simplifi¬ 
cation  of  the  central  accounting  and  reporting  processes.  This  group  has  as  a 
primary  objective  the  elimination  of  such  duplicate  accounts  as  soon  as  such 
action  is  feasible.  A  joint  study  like  that  proposed,  therefore,  seems  to  us  to  be 
unnecessary. 

The  subject  of  internal  auditing  has  also  been  given  continuous  attention 
under  the  joint  accounting  program.  It  has  been  recognized  as  a  basic  element 
in  the  internal  control  systems  required  in  the  agencies  by  the  Budget  and 
Accounting  Procedures  Act  of  1950.  In  this  framework,  the  internal  audit 
practices  of  the  agencies  are  under  continuous  study  by  General  Accounting 
Office  staff  in  the  conduct  of  their  comprehensive  audit  program.  Their  findings 
and  recommendations  on  this  subject  are  included  in  the  audit  reports  prepared 
for  submission  to  the  Congress.  Nevertheless,  as  a  result  of  the  Hoover  Com¬ 
mission  proposal,  a  special  study  such  as  that  proposed  here  will  be  considered 
by  the  central  agencies  conducting  the  joint  accounting  program. 

In  view  of  the  circumstances  and  the  fact  that  these  are  one-time  investiga¬ 
tions,  legislative  provision  for  the  conduct  of  these  studies  is  unnecessary.  The 
Bureau  of  the  Budget,  therefore,  recommends  against  enactment  of  section  5  of 
the  bill. 

SUMMARY 

After  thorough  consideration  of  the  proposed  S.  3199,  the  Bureau  of  the  Budget 
is  of  the  opinion  that  while  the  basic  objective  of  this  bill  is  meritorious  and 
highly  desirable,  most  of  the  proposed  actions  can  be  accomplished  more  readily 
and  appropriately  by  administrative  action.  However,  as  indicated  above,  the 
Bureau  of  the  Budget  would  have  no  objection  to  the  enactment  of  those  sections 
of  the  bill  that  provide  for  the  use  of  accrual  accounting  and  cost-based  budget¬ 
ing.  Such  legislative  provisions  would  firmly  establish  these  principles  for  use 
in  governmental  budgeting  and  accounting,  which  would  in  turn  support  current 
efforts  under  the  joint  accounting  program,  and  provide  a  stimulus  for  further 
implementation  of  other  Hoover  Commission  proposals  relating  to  budgeting  and 
accounting. 

Sincerely  yours, 

Rowland  Hughes,  Director. 

Mr.  Finan.  I  understand,  Mr.  Chairman,  that  the  subcommittee 
members  have  had  an  opportunity  to  review  the  report  of  the  Budget 
Director  on  S.  3199,  which  deals  with  the  various  provisions  of  the 
bill  very  extensively,  so  that  this  morning  I  think  a  very  brief  com¬ 
ment  by  me  will  be  all  that  is  necessary,  and  then  we  will  be  available 
to  answer  any  questions  which  the  committee  may  care  to  ask. 

In  summary,  the  Bureau’s  position  on  this  bill  is  as  follows : 

We  find  ourselves  generally  in  complete  agreement  with  the  over¬ 
all  objective  of  this  piece  of  legislation,  which  is  to  provide  an  addi¬ 
tional  basis  for  further  modernization  and  reform  of  the  Govern¬ 
ment’s  budget  and  accounting  procedures. 
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We  find  upon  review  of  the  specific  provisions  of  the  bill,  however, 
Mr.  Chairman,  that  many  of  them,  in  our  judgment,  are  unnecessary 
in  that  there  is  already  an  adequate  legal  basis  for  the  work  which  is 
currently  going  forward  in  the  areas  that  are  covered  in  the  various 
sections  of  this  bill. 

There  are,  however,  several  sections  which  were  specified  in  the 
Director’s  report,  which  the  Bureau  would  have  no  objection  to  seeing 
enacted  into  legislation,  in  that  they  would  provide,  in  some  limited 
respects  at  least,  additional  legislative  sanction  or,  you  might  say, 
congressional  blessing  for  work  upon  various  aspects  of  the  Govern¬ 
ment’s  budgeting  and  accounting  procedures,  where  there  is  quite 
general  agreement  as  to  what  our  objectives  are. 

Those  sections  generally  deal  with  the  provisions  that  would  pro¬ 
vide  for  the  use  of  accrual  accounting  and  cost-based  budgeting  in  the 
executive  branch  of  the  Government. 

I  think  that  is  about  as  near  as  I  can  get  to  a  capsule  summary  of 
our  position  on  this  bill,  Mr.  Chairman. 

Senator  Thurmond.  Mr.  Finan,  how  would  an  accrual  account¬ 
ing  system  work  ? 

Mr.  Finan.  The  basic  feature  of  an  accrual  accounting  system, 
Mr.  Chairman,  would  be  one  that  would  take  into  account  goods  and 
services  received  or  consumed  in  connection  with  the  execution  of  a 
particular  program  of  Government,  in  contrast  to  what  might  be  called 
obligation  accounting,  which  primarily  takes  into  account  commit¬ 
ments  that  the  Goverenment  makes  to  spend  or,  in  other  words,  orders 
placed  or  contracts  let,  and  that  sort  of  thing. 

One  of  the  big  areas  of  the  Government  where  this  form  of  account- 
ting  is  of  particular  significance  is  where  inventories  are  of  major 
importance  in  connection  with  the  program. 

Senator  Thurmond.  What  is  the  difference  between  our  present 
obligation  system  and  the  accrual  accounting  method  of  recording 
obligations  ? 

Mr.  Finan.  Principally,  Mr.  Chairman,  that  we  currently  primarily 
base  our  accounting  upon  an  agency’s  obligations  under  a  particu¬ 
lar  appropriation.  In  other  words,  you  obligate  funds  when  you 
issue  an  order  or  you  sign  a  contract.  In  many  cases,  as  you  know, 
it  may  be  months,  and  in  some  of  our  big  programs  where  lead  time 
is  of  very  great  importance,  even  years,  before  an  item  is  delivered 
and  the  Government  then  either  concurrently  or  subsequently  is  billed 
and  has  to  pay  for  it.  Accrual  accounting  places  primary  emphasis 
upon  the  rate  of  both  goods  and  services. 

Senator  Thurmond.  What  advantage  to  the  Government  will  result 
if  we  adopted  a  cost-based  budgeting  and  an  accrual  accounting 
system  ? 

Mr.  Finan.  Principally  in  our  opinion,  Mr.  Chairman,  increased 
precision  in  control  over  the  program  itself  and,  as  T  have  stated, 
in  taking  into  account  the  rate  of  consumntion  of  inventories. 

To  illustrate,  an  agency  that  begins  a  fiscal  year  and  ends  it  with 
an  inventorv  of  about  the  same  value  would  require,  let  us  say,  for 
the  sake  of  illustration,  $1  million.  That  same  agencv,  if  during  that 
year  it  reduced  its  level  of  inventory  by,  again  for  the  sake  of  illus¬ 
tration  $500,000,  would  only  actually  require  an  additional  $500,000 
in  funds  to  carry  out  the  same  program. 
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When  you  are  concentrating  strictly  on  obligation  accounting, 
neither  the  expansion  nor  the  contraction  of  inventory  is  taken  account 
of  in  a  determination  of  what  a  current  year’s  funding  requirements 
may  be. 

Senator  Thurmond.  Senator  Cotton,  do  you  have  any  questions 
you  would  like  to  ask? 

Senator  Cotton.  I  noticed  you  used  the  phrase  in  your  brief  sum¬ 
mary  of  obtaining  congressional  blessing  on  this  method.  Do  I  as¬ 
sume  from  that  that  these  changes  could  have  been  made  without  a 
statute  passed  by  Congress?  You  could  have  put  it  into  effect 
yourselves  ? 

Mr.  Finan.  These  changes,  Senator  Cotton,  installation  of  account¬ 
ing  on  the  accrual  basis,  are  actually  going  forward  at  the  present 
time.  They  are  proceeding  at  a  rate,  however,  which  many  consider  to 
be  inadequate.  That  was  certainly  the  position  of  both  the  Hoover 
Commission  itself  and  its  task  force. 

I  think  it  is  a  fair  statement  to  say  that  in  the  main,  the  Hoover 
Commission  recommended  little  in  the  way  of  a  change  in  current 
policies  or  current  objectives  in  our  program  for  improving  the  Gov¬ 
ernments  accounting  and  budgeting  procedures.  Their  primary  con¬ 
sideration  ran  to  the  rate  at  which  these  improvements  were  being 
placed  into  effect. 

Senator  Cotton.  We  are  merely  writing  in  the  statute,  and  by  pass¬ 
ing  the  statute,  adding  impetus  to  something  that  you  already  can  do 
and  are  doing? 

Mr.  Finan.  That  is  correct,  sir. 

Senator  Cotton.  Thank  you,  Mr.  Finan. 

Senator  Thurmond.  Do  you  have  any  questions,  Mr.  Scull  ? 

Mr.  Scull.  Mr.  Finan,  the  Hoover  Commission  in  its  report  on 
budgeting  and  accounting,  estimates  that  the  total  savings  which  might 
accrue  to  the  Federal  Government  if  all  the  Hoover  Commission  rec¬ 
ommendations  in  this  area  were  effectuated  would  amount  to  approxi¬ 
mately  $4  billion.  Have  you  any  comment  to  make  upon  that  estimate  ? 

Mr.  Finan.  Well,  the  first  comment,  Mr.  Scull,  is  that  it  was  my  im¬ 
pression  that  it  was  not  the  Hoover  Commission  that  made  that  esti¬ 
mate.  It  was  the  task  force.  The  Hoover  Commission  printed  it. 
But  I  understand  the  Commission  was  rather  careful  all  the  way 
through  not  to  have  the  Commission  itself  specifically  endorse  any 
savings  estimates. 

Secondly,  the  task  force  apparently  merely  took  the  position  that 
we  have  got  an  extremely  large  budget,  and  it  would  seem  reasonable 
to  assume  that  if  you  improved  your  budgeting  and  accounting  pro¬ 
cedures,  you  ought  to  be  able  to  sa  ve,  and  I  think  they  took  a  relatively 
small  percentage  figure,  and  applied  that  to  the  total  budget,  and  esti¬ 
mated  possible  savings  at  about  $4  million. 

Mr.  Scull.  $4  billion,  I  believe,  sir. 

Mr.  Finan.  $4  billion ;  correct. 

It  is  just  a  sweeping  kind  of  estimate  which  you  can  neither  support 
nor  attack,  so  to  speak,  because  there  is  no  underpinning  to  it  to  analyze 
and  determine  how  much  validity  there  is  to  it. 

Mr.  Scull.  Do  you  believe  the  Bureau  of  the  Budget  could  substan¬ 
tiate  that  estimate  or  document  it  ? 
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Mr.  Finan.  I  would  doubt  it  very  much.  I  do  not  see  how  it  lends 
itself  to  documentation. 

Mr.  Scull.  That  is  all,  Mr.  Chairman. 

Senator  Thurmond.  Thank  you  very  much,  Mr.  Finan. 

Mr.  Finan.  Thank  you,  Mr.  Chairman. 

Senator  Thurmond.  Mr.  Eobert  F.  Keller,  from  the  General  Ac¬ 
counting  Office.  Mr.  Keller  is  assistant  to  the  Comptroller  General 
of  the  United  States. 

Mr.  Keller,  come  forward,  please.  I  believe  you  are  accompanied 
by  Mr.  Brasfield,  are  you  not? 

Mr.  Keller.  Mr.  Chairman,  Mr.  Brasfield  will  give  the  position 
of  the  General  Accounting  Office  on  S.  3199. 

Senator  Thurmond.  We  will  be  glad  to  hear  Mr.  Brasfield. 

Mr.  Brasfield.  Thank  you,  Mr.  Chairman. 

STATEMENT  OE  KARNEY  A.  BRASFIELD,  ASSISTANT  TO  THE  COMP¬ 
TROLLER  GENERAL  OF  THE  UNITED  STATES,  ACCOMPANIED  BY 

ROBERT  F.  KELLER,  ASSISTANT  TO  THE  COMPTROLLER  GENERAL 

OF  THE  UNITED  STATES 

Mr.  Brasfield.  Mr.  Chairman,  I  will  follow  the  course  of  action  you 
suggested  to  the  previous  witness  if  you  so  desire. 

Senator  Thurmond.  It  will  be  all  right  to  summarize  and  place  your 
entire  statement  in  the  record. 

(The  prepared  statement  of  Mr.  Brasfield  is  as  follows:) 

Statement  of  Karney  A.  Brasfield,  Assistant  to  the  Comptroller  General 

Mr.  Chairman  and  members  of  the  subcommittee,  we  appreciate  the  oppor¬ 
tunity  to  appear  before  you  to  discuss  S.  3199,  S.  2369,  and  S.  2480,  which  are 
designed  to  implement  certain  of  the  recommendations  contained  in  the  budget 
and  accounting  report  of  the  Hoover  Commission.  We  will  deal  first  with  S.  3199 
which  is  the  broadest  one  of  the  three  bills. 

We  regard  S.  3199  as  basic  legislation  designed  primarily  to  set  forth  general 
policies  and  objectives.  Most  of  these  policies  and  objectives  would  be  put  into 
practice  under  rules  and  procedures  to  be  developed  by  the  Bureau  of  the  Budget 
and,  in  some  cases,  by  the  Comptroller  General.  In  other  words,  the  bill  would 
prescribe  no  hard  and  fast  procedures  and  the  practical  aspects  would  need  to 
be  worked  out  in  collaboration  with  the  agencies  in  the  same  general  manner  as 
other  similar  provisions  of  law  are  now  applied.  Moreover,  there  must  neces¬ 
sarily  be  an  evolutionary  approach  to  the  attainment  of  the  objectives  contem¬ 
plated  by  the  bill  because  not  all  agencies  now  have  the  necessary  tools  in  the 
form  of  systems  of  programing,  budgeting,  and  accounting  that  would  be  re¬ 
quired.  It  is  believed,  however,  that  a  statement  of  objectives  of  the  character 
contained  in  the  bill  would  do  much  to  hasten  the  development  of  such  working 
tools. 

Section  1  (a)  relates  to  comprehensive  reports  other  than  purely  fiscal  reports 
to  be  prepared  by  the  Director,  Bureau  of  the  Budget. 

Inasmuch  as  this  section  pertains  to  the  operations  of  the  Bureau  of  the 
Budget  in  the  discharge  of  its  own  responsibilities,  we  believe  this  is  a  matter 
which  can  best  be  determined  by  the  Bureau  and  the  Congress.  We  suggest  the 
desirability,  however,  that  such  information  be  obtained  through  the  regular 
budgetary  processes  and  be  included  in  the  President’s  annual  budget. 

Section  1  (b).  This  section  would  amend  section  216  of  the  Budget  and  Ac¬ 
counting  Act,  1921.  If  cost  based  budgets  were  used  for  management  purposes 
in  making  fund  allocations  within  the  departments  and  establishments  as  pro¬ 
posed  by  section  216  (a),  the  information  submitted  for  budgetary  purposes 
would  be  substantially  more  meaningful.  We  endorse  this  proposal  and  will 
develop  our  discussion  of  it  more  fully  in  our  comments  on  section  216  (c). 
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As  to  the  proposed  section  216  (b),  we  believe  the  President  should  be  kept  in¬ 
formed  in  a  timely  manner  of  significant  factors  relating  to  the  operating  agen¬ 
cies  of  the  executive  branch  .  However,  the  annual  consideration  of  the  budget 
would  seem  to  be  an  appropriate  vehicle  for  this  purpose  and  we  doubt  the  need 
for  a  separate  report.  We  believe  that  the  major  program  or  bureau  level  is 
ordinarily  the  most  meaningful  basis  for  reporting  purposes. 

Proposed  sections  216  (c)  and  (d),  if  effectively  carried  out,  would  offer  a 
great  opportunity  for  improvement  in  the  financial  management  of  executive 
agencies.  Briefly,  the  more  important  advantages  from  the  use  of  cost  data  in 
budgeting  are: 

1.  Cost  data  (based  on  man-days  worked,  materials  used,  etc.)  can  be  directly 
related  to  work  accomplished  in  prior  periods  and  offers  a  basis  for  comparison 
with  proposed  plans. 

2.  A  proposed  work  plan  (budget)  stated  in  terms  of  costs  (resources  to  be 
consumed)  can  be  realistically  evaluated  against  new  money  requirements  by 
taking  into  consideration  inventories  and  other  resources  on  order  and  on  hand 
at  the  beginning  and  those  resources  to  be  carried  over  for  use  in  subsequent 
periods. 

3.  Cost  data  can  be  related  to  the  responsibilities  of  each  segment  of  the 
organization  and  its  accomplishments. 

4.  Cost  budgeting  permits  maximum  opportunity  for  exercise  of  management 
initiative  and  precludes  need  for  rigid  fund  control  (on  a  detailed  basis)  with 
its  deadening  influence. 

In  using  the  term  “cost  based  budgets’’  we  understand  it  to  have  equal  appli¬ 
cation  to  capital  acquisitions  and  construction  as  it  does  to  day-to-day  operations. 
For  example,  a  cost  based  budget  for  a  procurement  activity  would  relate  to  the 
cost  of  the  items  being  procured  or  the  cost  of  producing  an  article  or  a  service. 
Cost  budgeting  need  not  be  restricted  to  consumption  operations.  However,  in 
considering  consumption  operations,  there  is  obviously  a  limit  to  which  the 
concept  can  be  carried  and  still  have  a  practical  value.  For  example,  careful 
consideration  would  need  to  be  given  to  the  extent  to  which  the  inclusion  of 
depreciation  as  a  cost  would  serve  a  useful  purpose  in  the  presentation  of  budgets 
to  the  Congress.  This  is  particularly  true  with  respect  to  the  activities  of  the 
Department  of  Defense.  The  value  and  utility  of  cost  based  budgets  are  certainly 
not  dependent  upon  the  application  of  depreciation  concepts  to  military  hardware. 

The  primary  advantage  of  budgeting  on  a  cost  basis  to  both  management 
and  the  Congress  is  that  total  resources  to  he  used  (on  hand,  on  order,  and  to 
be  procured)  are  reviewed  rather  than  limiting  the  budget  review  processes  to 
new  money  in  the  form  of  an  appropriation  request.  In  terms  of  numbers  of 
activities  or  appropriations,  there  is  a  relatively  close  relationship  between 
obligations,  expenditures  and  costs  in  those  many  operations  primarily  concerned 
with  personal  services.  On  the  other  hand,  dollarwise,  the  greatest  significance 
attaches  to  those  appropriations  relatively  few  in  number  but  which  provide 
for  operations  involving  vast  quantities  of  materials  and  physical  assets.  Major 
procurement,  construction  and  research,  and  development  ordinarily  fall  in  the 
latter  category  and  it  is  in  these  areas  that  budgeting  on  a  cost  basis  would 
produce  major  savings,  although  its  adoption  would  improve  financial  manage¬ 
ment  in  many  other  areas  to  a  lesser  degree. 

It  should  be  noted  that  agency  budgets  can  be  formulated  and  administered 
on  a  cost  basis  under  present  practices  of  stating  appropriation  authorizations 
on  an  obligation  basis  and  this  is  currently  being  done  in  some  cases.  The  cost 
presentation  is  confined  to  the  justification  material  in  the  greater  number  of 
such  instances.  However,  the  impetus  to  furnish  cost  data  to  the  Congress 
would  be  greatly  enhanced  by  teaming  up  the  cost  based  budget  with  the  pro¬ 
posal  for  stating  appropriations  on  an  accrued  expenditure  basis  as  proposed 
in  recommendation  No.  7  of  the  Hoover  Commission  Report  on  Budget  and 
Accounting.  This  would  provide  the  best  opportunity  for  improved  correlation 
of  programing,  budgeting,  and  accounting.  We  strongly  recommend  the  inclusion 
in  this  bill  of  further  amendments  to  provide  for  stating  appropriations  on  an 
accrued  expenditure  basis. 

The  best  basic  approach  to  a  review  of  the  budget  is  one  which  provides  for 
(1)  consideration  of  a  proposed  work  plan  or  program  to  be  accomplished,  (2) 
what  was  accomplished  in  preceding  periods  and  (3)  costs  for  both  in  terms  of 
total  resources  consumed.  With  this  point  of  departure  the  budget  can  then 
be  assessed  in  terms  of  (a)  costs  to  be  incurred,  (6)  resources  already  available 
in  terms  of  inventories,  etc.,  plus  carried  over  funds,  and  (c)  new  money  or 
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authority  needed.  The  essential  difference  in  this  approach,  which  ties  in  with 
the  recommendations  for  cost  budgets  and  accrued  expenditure  appropriations, 
as  contrasted  with  present  practices  based  on  appropriations  stated  in  terms  of 
obligation  authority  is  the  degree  of  emphasis  which  the  latter  places  on  new 
money  rather  than  total  resources  to  be  consumed  and  the  extent  of  resources 
already  available. 

The  advantages  of  placing  appropriations  on  an  accrued  expenditure  basis 
are  both  tangible  and  intangible.  The  annual  budget  surplus  or  deficit  is  deter¬ 
mined  on  the  basis  of  expenditures.  Establishing  a  direct  correlation  between 
annual  appropriations  and  expenditures  vests  in  the  Congress  a  much  greater 
opportunity  to  control  the  level  of  operations  during  a  particular  budget  year. 
This  would  mean  the  elimination  of  the  vast  carryover  balances  now  available 
for  expenditure  at  the  discretion  of  the  executive  agencies.  The  present  situa¬ 
tion  concerning  available  balances  stems  from  the  fact  that  congressional 
control  through  appropriation  authorizations  and  Budget  Bureau  control  through 
apportionments  are  both  stated  in  terms  of  authority  to  obligate  rather  than 
budgeted  work  plans  for  the  cost  of  goods  and  services  estimated  to  be  received. 

It  is  inherent  in  the  recommendations  under  discussion  that  congressional 
authority  be  granted  for  the  advance  planning  which  necessarily  precedes  the 
phase  of  operations  covered  in  an  annual  accrued  expenditure  budget.  In  the 
past,  this  authority  has  been  termed  contract  authorizations  but  it  is  a  significant 
fact  that  heretofore  both  contract  authorizations  and  subsequent  appropriations 
were  stated  in  terms  of  obligational  authority  whereas  under  the  recommenda¬ 
tions  herein  being  considered  only  the  initial  authorization  would  be  stated  in 
terms  of  the  broad  and  difficult  to  apply  concept  of  obligations  whereas  annual 
authority  could  be  stated  much  more  definitely  in  terms  of  accrued  expenditures 
because  of  the  time  factor.  It  is  essential  that  the  initial  authority  which  may 
cover  a  forward  period,  sometimes  as  great  as  5  years  or  more,  be  in  the  most 
flexible  terms  and  requests  for  such  authority  obviously  cannot  be  supported 
with  detailed  plans.  On  the  other  hand,  as  these  plans  take  shape  in  succeeding 
years  much  more  precise  planning  and  authorizations  are  practical  when  stated 
in  terms  of  accrued  expenditures.  Thus,  the  current  recommendations  are  not, 
nor  need  not  be,  viewed  as  a  return  to  prior  practices  during  the  period  when 
contract  authorizations  were  prevalent  and  significant  weaknesses  were  apparent. 

Section  1  (c)  :  The  proposed  section  218  of  the  Budget  and  Accounting  Act, 
1921,  pertains  to  the  operations  of  the  Bureau  of  the  Budget  in  the  discharge  of 
its  own  responsibilities  and  primarily  involve  management  decisions  affecting 
that  Bureau.  We  believe  these  are  matters  which  can  best  be  determined  by  the 
Bureau  and  the  Congress  and,  accordingly,  we  offer  no  specific  views  in  the 
matter. 

Section  2  (a)  :  Our  comments  above  on  the  proposed  sections  216  (c)  and  (d) 
are  equally  applicable  to  this  section  2  (a).  We,  therefore,  endorse  the  objective 
to  obtain  consistency  in  organizational  structure,  budget  classifications,  and  ac¬ 
counting  systems  within  each  executive  agency. 

Section  2  (b)  :  We  endorse  this  amendment  to  section  118  of  the  Budget  and 
Accounting  Procedures  Act  of  1950.  The  maintenance  of  accounts  on  an  accrual 
basis  is  one  facet  which  is  essential  to  the  accomplishment  of  the  objectives  set 
forth  in  other  sections  of  the  bill.  Experience  under  the  joint  accounting  im¬ 
provement  program  clearly  indicates  that  the  accrual  basis,  when  applied  to  sig¬ 
nificant  items,  is  a  major  factor  in  providing  better  control  over  resources  and 
liabilities  and  is  an  essential  element  in  obtaining  adequate  cost  data.  Our  State¬ 
ment  of  Accounting  Principles  provides  for  the  appropriate  use  of  the  accrual 
basis.  We  also  believe  that  adequate  monetary  property  accounting  records,  as 
an  integral  part  of  accounting  systems,  are  essential  to  several  other  proposed 
amendments  such  as  accrual  accounting,  cost  budgeting,  etc.,  as  well  as  the  spe¬ 
cific  advantages  to  management  which  will  result  from  adequate  financial  ac¬ 
counting  for  property. 

Section  2  (c)  :  The  proposed  section  120  of  the  Budget  and  Accounting  Pro¬ 
cedures  Act  of  1950  would  establish  a  “Staff  Office  of  Accounting”  in  the  Bureau 
of  the  Budget.  The  objective  of  this  recommendation,  as  we  understand  it,  is 
to  afford  a  means  by  which  the  executive  branch  can  more  effectively  meet  its 
responsibilities  to  stimulate  improvements  in  accountnig.  The  recommendation 
recognizes  a  need  for  continuing  joint  action  of  the  executive  and  legislative 
branches  as  now  provided  for  under  the  joint  program  for  improving  accounting 
in  the  Federal  Government.  The  Budget  and  Accounting  Procedures  Act  of  1950 
recognized  the  coordinate  responsibilities  of  agency  management,  the  Secre¬ 
tary  of  the  Treasury,  the  Director  of  the  Bureau  of  the  Budget,  and  the  Comp- 
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trailer  General,  for  making  continuing  improvements  in  the  financial  manage¬ 
ment  of  Federal  Government  activities. 

Within  the  executive  branch  the  head  of  each  executive  agency  is  assigned  the 
responsibility  by  section  113  (a)  of  the  Budget  and  Accounting  Procedures  Act 
of  1950,  of  establishing  and  maintaining  adequate  systems  of  accounting  and 
internal  control  in  conformity  with  the  principles,  standards  and  related  re¬ 
quirements  prescribed  by  the  Comptroller  General  as  referred  to  therein.  Added 
emphasis  on  getting  the  job  done  Government-wide  could  he  very  helpful  in 
expediting  progress  if  appropriately  carried  out.  We  do  not  believe,  however, 
that  specific  legislation  is  required  in  order  for  the  Bureau  of  the  Budget  to 
undertake  action  of  the  character  provided  for  in  the  legislation.  Moreover, 
we  question  the  desirability  of  specifically  providing  for  an  organizational  unit 
and  for  the  position  of  Assistant  Director  for  Accounting  by  statute.  It  is  our 
observation  that  such  statutes  are  likely  to  become  outmoded  when  organiza¬ 
tional  provisions  are  included  therein. 

The  new  section  121  of  the  Budget  and  Accounting  Procedures  Act  of  1950, 
also  proposed  by  section  2  (c)  of  the  bill,  would  provide  for  the  appointment  of 
a  comptroller  in  each  executive  agency.  We  endorse  the  emphasis  placed  on  the 
financial  management  function  in  each  executive  agency  which  is  the  apparent 
objective  of  the  proposed  section  121.  However,  because  of  the  wide  divergence 
in  size,  functions,  and  existing  organizational  patterns  in  the  many  executive 
agencies,  it  is  doubted  that  any  single  pattern  of  organization  will  fit  all  agencies. 

Section  3 :  The  simplification  of  the  allotment  system  for  allocating  funds  is 
sound  and  most  desirable.  The  existing  unwarranted  subdivision  of  funds  is 
one  of  the  greatest  deterrents  to  improved  financial  management.  We  believe 
that  administrators  may  be  willing  to  forego  the  type  of  control  associated  with 
many  present  allotment  systems  when  accounting  systems  have  been  installed 
to  provide  costs  as  a  basis  of  operating  control.  Better  programing  tied  in  with 
improved  accounting  through  the  development  of  budgets  based  on  costs,  as  pro¬ 
posed  by  this  bill,  should  serve  to  answer  this  problem. 

Section  4 :  This  section  would  require  each  executive  agency  to  maintain  a 
single  account  under  each  appropriation  title  or  fund.  We  endorse  the  objective 
of  this  proposal  but  feel  that  it  should  be  adopted  for  only  appropriations  or  funds 
which  are  stated  on  an  accrued  expenditure  basis.  We  strongly  favor  the  use  of 
two  accounts  where  such  accounts  are  not  stated  on  an  accrued  expenditure  basis. 

Section  5 :  This  section  would  provide  for  a  joint  study  by  the  Bureau  of  the 
Budget  and  the  General  Accounting  Office  relating  to  accounting  and  internal 
auditing.  Much  has  been  accomplished  in  these  areas  in  the  past  by  the  General 
Accounting  Office  both  on  its  own  and  under  the  joint  accounting  improvement 
program  with  the  Bureau  of  the  Budget  and  the  Secretary  of  the  Treasury.  This 
work  is  carried  on  as  a  regular  part  of  our  comprehensive  audit  program  and 
in  the  discharge  of  our  accounting  systems  responsibilities.  We  expect  to  con¬ 
tinue  these  studies  and  investigations.  The  results  of  these  efforts  are  made 
available  to  the  Congress  through  our  regular  reporting  processes,  but  we  would 
be  pleased  to  cooperate  with  the  Congress  in  any  special  effort  having  as  its 
objective  the  improvement  of  accounting  and  internal  auditing. 

S.  2369  and  S.  2480  are  identical  bills  designed  to  implement  recommendations 
Nos.  10, 11  and  12  of  the  budget  and  accounting  report  of  the  Hoover  Commission. 
The  objectives  and  most  of  the  provisions  are  identical  with  sections  120  and  121 
of  S.  3199  which  were  covered  in  our  discussion  of  that  bill.  S.  2369  and  S.  2480 
would  provide  for  the  Assistant  Director  for  Accounting  to  be  appointed  by  the 
President,  by  and  with  the  advice  and  consent  of  the  Senate.  These  two  bills  also 
would  provide  by  statute  the  compensation  of  the  comptroller  to  be  appointed 
by  the  head  of  each  executive  agency.  As  stated  before,  although  we  agree  with 
the  objectives  sought,  we  doubt  the  desirability  of  this  legislation  for  the  reasons 
cited  earlier. 

Mr.  Brasfield.  We  appreciate  the  opportunity  to  appear  before  you 
to  discuss  S.  3199,  which  is  designed  to  implement  certain  of  the  recom¬ 
mendations  contained  in  the  budget  and  accounting  report  of  the 
Hoover  Commission. 

We  regard  S.  3199  as  basic  legislation  designed  primarily  to  set 
forth  general  policies  and  objectives.  Most  of  these  policies  and 
objectives  would  be  put  into  practice  under  rides  and  procedures  to 
be  developed  by  the  Bureau  of  the  Budget  and,  in  some  cases,  by  the 
Comptroller  General. 
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In  other  words,  the  bill  would  precribe  no  hard  and  fast  procedures, 
and  the  practical  aspects  would  need  to  be  worked  out  in  collaboration 
with  the  executive  agencies  in  the  same  general  manner  as  other 
similar  provisions  of  law  are  now  applied. 

Moreover,  there  must  necessarily  be  an  evolutionary  approach  to 
the  attainment  of  the  objectives  contemplated  by  the  bill  because  not 
all  agencies  now  have  the  necessary  tools  in  the  form  of  systems  of 
programing,  budgeting,  and  accounting  that  would  be  required. 

It  is  believed,  however,  that  a  statement  of  objectives  of  the  char¬ 
acter  contained  in  the  bill  would  do  much  to  hasten  the  development 
of  such  working  tools. 

That,  perhaps,  is  the  important  aspect  of  the  legislation.  In  the 
parts  of  the  bill  that  I  will  touch  on  briefly - 

Senator  Cotton.  Mr.  Chairman,  could  I  be  permitted  to  interrupt 
the  witness  for  1  second  ? 

Senator  Thurmond.  Yes. 

Senator  Cotton.  Would  you  mind? 

Mr.  Brasfield.  I  would  be  glad  to  have  you  do  so. 

Senator  Cotton.  Before  you  go  into  the  details,  your  summary  of 
the  necessity  and  the  impact  of  this  legislation  is  not  quite  clear  to  me. 
I  understand  you  to  say,  as  Mr.  Finan  said,  that  the  reforms  or  the 
changes  contemplated  in  this  bill  that  could  be  done  without  con¬ 
gressional  action  were  being  done  to  a  certain  extent,  but  that  the 
passage  of  this  bill  would  set  up  a  general  statement  of  objectives  and 
would  also  give  you  certain  working  tools  that  you  did  not  have  before. 

What  do  you  mean  by  that  last  statement  ? 

Mr.  Brasfield.  I  meant  to  indicate  this,  sir,  that  knowing  that  this 
is  the  direction  in  which  Congress  wants  to  proceed,  it  will  cause 
agencies  to  get  busy  and  improve  their  accounting  system  to  provide 
the  framework  and  the  base  on  which  good  cost  budgeting  and  the 
things  that  go  with  it  can  come  much  more  promptly. 

I  might  illustrate  that,  for  example,  sir,  in  this  way : 

About  a  year  and  a  half  ago,  the  Appropriations  Committee  of  the 
Senate  indicated  interest  in  real  property,  and  provided  for  the  com¬ 
mittee  to  get  together  a  report  on  it.  The  stimulus  of  that  interest 
has  done  more  to  get  accounting  for  property  on  the  books  than  any 
other  single  thing  I  know. 

Senator  Cotton.  You  mean  that  until  Congress  or  its  committees 
begin  to  show  a  determined  and  active  interest  in  a  certain  reform  in 
our  fiscal  methods,  it  is  difficult  for  the  Bureau  of  the  Budget  and  the 
General  Accounting  Office  to  bring  about  those  reforms  because  it  is 
difficult  for  them  to  get  the  prompt  and  enthusiastic  cooperation  of 
other  departments  ?  Is  that  a  just  statement  ? 

Mr.  Brasfield.  I  would  add  to  that  in  this  way,  sir,  if  I  may,  that 
it  depends  on  the  department.  In  some  cases  you  do  not  need  that 
kind  of  stimulus.  In  others  you  need  it  very  much. 

Senator  Tiiurmond.  Senator  Cotton,  excuse  me  just  a  minute. 
Would  you  mind  taking  the  chair  for  about  10  minutes?  I  have  been 
called  to  my  office. 

Thank  you. 

Senator  Cotton  (presiding).  I  do  not  want  to  delay  your  testi¬ 
mony,  but  I  just  cannot  help  but  wonder,  if  this  is  so  good,  why  it 
has  not  been  done  before,  and,  if  it  has  been  the  desire  of  the  Bureau 
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of  the  Budget,  the  Accounting  Office,  and  the  fiscal  agencies  to  do  it, 
why  it  is  necessary  that  Congress  act,  and  what  would  be  the  signifi¬ 
cance  of  Congress’  action.  I  want  to  understand  clearly.  Please 
understand  me.  I  was  not  criticizing,  but  I  was  just  trying  to  under¬ 
stand  clearly  the  necessity  and  the  impact  of  congressional  action. 

Mr.  Brasfield.  I  would  sum  that  up,  six',  in  this  way :  that  we  are 
moving  ahead  with  these  things.  We  have  made  substantial  progress 
in  some  areas.  Making  it  a  part  of  the  Budget  process,  for  example, 
in  the  case  of  cost  budgeting,  and  putting  it  in  the  Budget  document 
as  opposed  to  putting  it  in  the  justification  material  will  add  a  great 
deal  of  stimulus. 

Also,  as  it  is  now  with  the  present  budgeting  practices,  there  is  liable 
to  be  the  feeling  on  the  part  of  the  agencies  of  an  element  of  duplica¬ 
tion  on  presenting  the  Budget  on  both  the  cost  and  an  obligation  basis, 
whereas,  if  they  know  that  the  Congress  wants  them  on  a  cost  basis,  it 
will  greatly  stimulate  that  activity.  That  in  turn  will  make  them  want 
to  have  the  kind  of  accounting  that  will  support  those  cost  budgets. 

In  other  words,  it  is  a  chain  reaction  proposition.  It  will  add  a  great 
deal  of  strength  to  the  effort. 

Senator  Cotton.  In  other  words,  this  bill  amounts  to  a  mandate  to 
the  agencies  to  do  something  that  they  already  had  the  power  to  do  ? 

Mr.  Brasfield.  That  is  right. 

Senator  Cotton.  Excuse  me  for  interrupting.  Go  ahead,  please. 

Mr.  Brasfield.  There  is  another  aspect  that  I  will  come  to  in  a  few 
minutes  that  I  think  may  tie  it  together  with  congressional  action 
more  strongly,  too. 

Just  to  dwell  briefly  on  the  cost  budget  provisions,  we  think  the 
important  advantages  in  the  use  of  cost  data  are  briefly  these :  That 
cost  data,  based  on  man-days  worked,  materials  used,  and  other  phys¬ 
ical  measurements  of  that  sort,  can  be  directly  related  to  work  that 
is  accomplished  in  prior  periods,  and  offers  a  basis  for  comparison 
with  the  present  work  plan. 

The  cost  data  can  be  related  to  the  responsibilities  of  segments  of 
the  organization,  and  cost  budgeting  permits  the  maximum  opportu¬ 
nity  for  the  exercise  of  management  initiative  in  that  it  permits  the 
agencies  to  get  away  from  as  great  a  tendency  toward  rigid  fund  con¬ 
trol,  which  in  turn  is  one  of  the  most  deadening  influences  that  we  have 
in  endeavoring  to  get  better  management  through  the  use  of  account¬ 
ing  as  opposed  to  approaching  the  problem  totally  through  the  ques¬ 
tion  of  fund  control. 

There  is  one  other  facet  to  this  that  we  feel  is  important,  and  perhaps 
so  that  there  will  be  no  misunderstanding  of  what  our  interpretation 
of  cost-based  budgets  is,  I  would  like  to  introduce  this  thought : 

In  using  the  term  “cost-based  budgets,”  we  understand  it  to  have 
equal  application  to  capital  acquisitions  and  construction  as  it  does 
to  day-to-day  operations.  For  example,  a  cost-based  budget  for  a 
procurement  activity  would  relate  to  the  cost  of  the  items  being  pro¬ 
cured  or  the  cost  of  producing  an  article  or  service.  Cost  budgeting 
need  not  and  should  not  be  restricted  to  consumption  activities.  How¬ 
ever,  in  considering  consumption  activities,  there  is  obviously  a  limit 
to  which  the  concept  can  be  carried  and  still  have  a  practical  value. 

For  example,  careful  consideration  would  need  to  be  given  to  the 
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extent  to  which  the  inclusion  of  depreciation  as  a  cost  would  serve 
a  useful  purpose  in  the  presentation  of  the  Budget  to  Congress. 

This  is  particularly  true  with  respect  to  the  activities  of  the  Depart¬ 
ment  of  Defense.  The  value  and  utility  of  cost-based  budgets  are 
certainly  not  dependent  upon  the  application  of  depreciation,  and 
particularly  to  military  hardware.  I  make  that  as  a  point  of 
clarification. 

In  coming  to  the  question  of  the  need  for  congressional  action, 
perhaps  our  views  are  somewhat  different  from  those  of  other  wit¬ 
nesses,  in  that  we  believe  that  the  impetus  to  furnish  cost  data  to 
Congress  would  be  greatly  enhanced  by  teaming  up  the  cost-based 
budget  with  the  proposal  for  stating  appropriations  on  an  accrued 
expenditure  basis  as  proposed  in  recommendation  No.  7  of  the  Hoover 
Commission  Keport  on  Budgeting  and  Accounting. 

We  think  this  would  provide  the  best  vehicle  for  improved  cor¬ 
relation  of  programing,  budgeting  and  accounting.  We  strongly 
recommend  the  inclusion  in  this  bill  of  further  amendments  to  pro¬ 
vide  for  stating  appropriations  on  an  accrued  expenditure  basis. 

Now,  the  question  has  been  raised  in  previous  testimony  as  to 
whether  we  were  ready  for  that  or  not.  We  do  not  believe  you  will 
ever  be  ready  at  one  time  to  sweep  across  the  board.  It  is  the  kind 
of  reform  that  should  be  taken  item  by  item,  and  we  think  the  ap¬ 
propriate  way  to  do  that  is  to  put  the  idea  in  legislation,  and  then 
have  it  implemented  as  the  agencies  are  ready  for  it,  by  the  Bureau 
of  the  Budget,  as  other  improvements  are  put  into  effect. 

Senator  Cotton.  Now,  you  are  referring  to  recommedation  No.  7 
of  the  Hoover  Commission,  which  is  that  the  executive  budget  and 
congressional  appropriation  be  in  terms  of  estimated  annual  accrued 
expenditures,  namely,  charges  for  the  cost  of  good  and  services  esti¬ 
mated  to  be  received? 

Mr.  Brasfield.  That  is  right,  sir. 

Senator  Cotton.  Now,  that  recommendation  is  not  at  present  in- 
cornorated  in  this  bill  in  its  present  form;  right? 

Mr.  Brasfield.  That  is  right,  sir. 

Senator  Cotton.  And  it  is  your  suggestion  that  this  bill  ought  to 
be  amended  to  include  that  recommendation? 

Mr.  Brasfield.  That  is  right,  sir.  We  think  it  will  give  strength 
and  life  to  the  other  recommendations  in  the  bill. 

Senator  Cotton.  Now,  you  indicate  first  that  perhaps  some  other 
agencies  do  not  agree  with  you  on  this  point  ? 

Mr.  Brasfield.  We  have  in  our  testimony,  as  contrasted  with  those 
that  you  have  heard  ahead  of  us,  expressed  more  enthusiasm  for  going 
ahead  immediately  with  that  provision  than  other  witnesses. 

Senator  Cotton.  You  have  also  said  that  if  this  were  included  in 
the  bill,  you  would  not  expect  that  it  could  be  implemented  overnight? 

Mr.  Brasfield.  That  is  right. 

Senator  Cotton.  It  would  take  a  little  time? 

Mr.  Brasfield.  That  is  right. 

Senator  Cotton.  But  it  will  be  implemented  and  put  into  effect  much 
more  ranidly,  if  it  goes  into  this  bill ;  right  ? 

Mr.  Brasfield.  That  is  right,  sir. 

Senator  Cotton.  Now,  would  you  in  ordinary  terms  for  a  layman 
tell  us,  sir,  so  that  we  can  understand  just  what  this  implies,  if  you 
have  any  idea  of  what  we  would  say  ? 
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Mr.  Brasfield.  I  will  address  myself  first  to  the  change  it  would 
make  in  the  character  of  the  appropriation. 

Senator  Cotton.  You  have  not  put  the  amendment  in  ? 

Mr.  Scull.  No,  sir.  It  is  not  in  the  bill. 

Senator  Cotton.  Is  it  in  the  record  ? 

Mr.  Scull.  No,  sir.  To  clarify  this,  Mr.  Brasfield,  you  are  propos¬ 
ing  that  such  an  amendment  be  incorporated  in  the  bill,  are  you  not  ? 

Mr.  Brasfield.  That  is  right,  sir. 

Mr.  Scull.  That  amendment  has  not  been  presented  by  the  General 
Accounting  Office  to  the  staff  of  this  subcommittee,  has  it  ? 

Mr.  Brasfield.  That  is  right. 

Mr.  Scull.  Would  the  GAO  prepare  such  an  amendment  and  sub¬ 
mit  it  to  the  subcommittee  for  its  consideration  ? 

(The  amendment,  to  which  reference  is  made  above  is  incorporated  in  S.  3897, 
introduced  May  21,  1956,  by  Senators  Kennedy,  Payne,  et  al.,  which  supersedes 
S.  3199.) 

Mr.  Brasfield.  We  will  be  happy  to. 

Senator  Cotton.  But  you  have  not  now  ? 

Mr.  Brasfield.  We  have  not,  sir. 

Senator  Cotton.  All  right.  Go  ahead  with  your  answer. 

Mr.  Brasfield.  In  discussing  the  amendments  for  the  accrued- 
expenditure  appropriations,  there  are  both  tangible  and  intangible 
advantages.  First,  the  annual  budget  surplus  or  deficit  is  now  deter¬ 
mined  on  the  basis  of  expenditures  so  that  we  now  appropriate  on  one 
basis  and  determine  the  surplus  or  deficit  on  a  different  basis,  so  that 
you  can  never  determine  at  the  time  appropriations  are  passed  whether 
or  not  the  budget  has  in  fact  been  balanced  by  those  appropriations. 

It  would  establish  a  direct  correlation  between  annual  appropria¬ 
tions  and  expenditures.  It  would  also  vest  in  the  Congress  a  much 
greater  opportunity  to  control  the  level  of  operations  during  a  partic¬ 
ular  budget  year.  This  would  mean  the  elimination  of  the  vast  carry¬ 
over  balances  now  available  for  expenditure  at  the  direction  of  the 
executive  agencies. 

And  that  perhaps  is  the  most  significant  change  on  the  one  basis  of 
appropriation  as  opposed  to  the  other. 

The  present  situation  concerning  available  balances  stems  from  the 
fact  that  congressional  control,  through  appropriation  authorizations 
and  Budget  Bureau  control  through  apportionments,  are  both  stated  in 
terms  of  authority  to  obligate  rather  than  budgeted  work  plans  for 
the  cost  of  goods  and  services  estimated  to  be  received. 

In  the  one  case  the  process  is  based  upon  the  authority  to  obligate. 
The  proposed  change  to  accrued  expenditure  appropriations  would 
be  based  upon  the  estimate  of  goods  and  services  to  be  received.  In 
other  words,  it  takes  the  lead  time  out  of  the  appropi’iation  of  the 
current  year. 

Senator  Cotton.  The  other  day  when  we  were  considering  another 
bill,  Senator  Symington  kept  using  the  illustration  of  fans.  You 
may  remember  that. 

Mr.  Brasfield.  Yes,  sir. 

Senator  Cotton.  I  do  not  know  why  he  should,  during  this  weather. 
But  suppose  a  department  has  an  appropriation  to  buy  and  install 
fans  in  the  appropriation  for  the  fiscal  year.  Now,  tell  me,  using 
that  illustration,  when  you  say  that  you  are  appropriating  on  one 
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method  and  then  calculating  your  deficit  on  another — tell  me  how  it 
would  work  with  that  one  item  of  supply. 

Mr.  Brasfield.  Let  us  assume  first  that  the  fans  could  be  pro¬ 
cured  and  installed  in  the  year  in  which  the  appropriation  applied, 
this  current  fiscal  year.  Then  there  would  be  no  difference  in  one 
basis  as  opposed  to  the  other.  But  let  us  suppose  a  second  set  of  cir¬ 
cumstances  where  the  fans  must  be  ordered  at  least  a  year  ahead. 
Then  the  proposed  plan  would  work  like  this : 

The  department  would  come  to  the  Congress  and  say  that  for  this 
current  year  we  have  this  work  plan,  which  would  not  include  the 
fans,  but  we  also  intend  to  install  fans  next  year,  and  we  would  like 
the  authority  to  purchase  the  fans.  The  authority  to  pay  for  the  fans 
would  come  in  the  next  appropriation,  and  at  that  time  you  would 
know  whether  the  fans  are  going  to  be  delivered  in  that  year,  and 
would  know  more  precisely  exactly  what  was  to  be  done  with  the 
fans. 

If  you  stretch  that  out  for  a  long  lead  time  program,  you  constantly 
are  faced  with  the  lack  of  preciseness  that  plans  pitched  forward 
4  or  5  years  must  necessarily  have,  and  this  would  bring  it  down 
more  to  a  common  denominator  in  terms  of  a  program  to  be  carried 
out  in  the  immediate  year  ahead. 

Senator  Cotton.  And  this  recommendation  No.  7,  if  it  were  enacted 
into  law  in  this  bill,  would  affect  that  particular  illustration  how? 

Mr.  Brasfield.  First  of  all,  if  the  fans  were  procured  and  installed 
in  the  same  fiscal  year,  it  would  not  change  it  at  all.  If  it  took  a 
longer  lead  time  and  the  agency  needed  authority  to  contract  in  ad¬ 
vance,  they  would  ask  for  that,  authority,  and  then  when  they  asked 
for  the  appropriation  to  pay  for  them,  that  appropriation  would  be 
in  the  year  the  fans  were  going  to  be  delivered. 

The  agency  would  know  prices ;  they  would  know  the  time  they  were 
going  to  be  delivered;  they  could  ask  rather  precisely  for  the  author¬ 
ity  to  pay  for  them. 

Senator  Cotton.  Thank  you. 

You  may  proceed. 

Mr.  Brasfield.  I  think  that  is  the  important  part  of  our  statement 
that  warrants  discussion.  The  rest  of  it  is  pretty  much  dealing  with 
the  specific  provisions  of  the  bill,  and  I  would  not  propose  to  add 
further  unless  you  have  some  questions. 

Senator  Cotton.  Mr.  Scull  has  a  question,  I  believe. 

Mr.  Scull.  Mr.  Chairman  I  would  like  to  go  back  to  the  Hoover 
Commission  estimate  of  savings.  It  has  been  clarified  that  this  was 
an  estimate  of  the  Hoover  Commission  task  force.  It  is  estimated  that 
if  all  the  task  force  recommendations  were  effectuated,  a  savings  ap¬ 
proaching  $4  billion  a  year  would  result. 

It  appears  to  have  been  pretty  well  established  this  morning  that 
this  bill,  S.  3199,  as  it  stands,  is  more  or  less  what  might  be  termed  a 
congressional  mandate  to  the  executive  agencies  expressing  the  will  of 
Congress  that  the  agencies  implement  the  provisions  in  the  bill,  with 
possibly  a  few  exceptions  which  would  require  legislative  action. 

If  that  is  so,  and  if,  as  the  task  force  points  out,  some  $4  billion 
in  savings  is  possible,  I  would  like,  Mr.  Brasfield,  to  have  your  com¬ 
ments  first,  upon  the  validity  or  accuracy  of  such  an  estimate  of  sav¬ 
ings  ;  and  second,  upon  the  responsibility  of  the  various  executive 
agencies  to  achieve  the  estimated  savings. 
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Would  you  like  to  speak  to  those  points  for  a  moment? 

Mr.  Brasfield.  Yes,  sir. 

As  to  the  estimate  of  savings,  I  think  it  is  a  fair  statement  to  say 
that  it  could  not  be  specifically  documented  as  to  just  how  those 
savings  would  occur. 

Nevertheless,  that  statement  does  not  deny  the  fact  that  savings 
could  be  achieved. 

And  the  savings  would  come  about  by  reason — and  we  are  con¬ 
fronted  with  this  problem  constantly  in  dealing  with  the  savings  that 
come  about  by  better  management — by  the  things  you  do  not  buy,  by 
knowing  what  you  have  got  so  that  you  decide  that  you  do  not  need 
to  buy  them.  These  are  not  the  type  of  savings  that  can  be  docu¬ 
mented  and  added  up,  and  come  out  with  a  precise  and  tangible  figure. 

Much  the  same  thing  is  true  with  respect  to  the  provisions  of  this 
bill  and  the  addition  of  recommendation  No.  7.  We  are  dealing  here 
with  the  things  that  they  would  not  do  if  they  had  better  management, 
and  better  knowledge  of  their  inventories  and  a  more  precise  planning 
of  their  budget,  tied  in  better  to  costs. 

Specific  examples  could  undoubtedly  be  developed  if  such  a  pro¬ 
gram  is  carried  forward.  But  as  to  summarizing  them,  you  are  con¬ 
fronted  with  the  fact  that  you  are  trying  to  estimate  the  saving  re¬ 
sulting  from  something  you  would  not  do  if  you  had  enough  facts 
to  make  a  better  decision.  So  in  that  respect,  it  would  always  be 
speculative. 

Mr.  Scull.  Would  you  agree,  sir,  that  it  is  very  difficult  to  pinpoint 
savings  based  upon  future  change  like  this  ? 

Mr.  Brasfield.  It  would  certainly  be,  and  as  a  matter  of  fact,  it 
could  not  be  documented  in  the  sense  that  I  spoke  of.  You  cannot 
document  what  you  do  not  do  nearly  as  well  as  you  can  document 
those  things  that  you  do. 

Mr.  Scull.  Mr.  Brasfield,  I  would  like  to  go  for  a  moment  to  the 
Staff  Office  of  Accounting.  I  do  not  believe  you  have  mentioned  that 
in  your  summary. 

Mr.  Brasfield.  I  did  not  mention  that. 

Mr.  Scull.  But  that  recommendation  is  covered  in  your  statement. 

Mr.  Brasfield.  That  is  right. 

Mr.  Scull.  The  Hoover  Commission  recommended  the  creation  of 
a  Staff  Office  of  Accounting  in  the  Bureau  of  the  Budget,  to  super¬ 
vise,  in  accordance  with  the  Comptroller  General’s  directives,  as  I 
understand  it,  the  Government’s  accounting  program  throughout  the 
executive  branch. 

Do  you  favor  the  creation  of  such  an  office  ? 

Mr.  Brasfield.  Our  view  is  that  we  would  like  to  see  the  Bureau 
of  the  Budget  equipped  to  take  a  more  active  part  in  stimulating  ac¬ 
counting  improvements  in  the  executive  branch.  We  would  like  to 
see  them  have  the  opportunity  to  strengthen  both  their  position  and 
their  staff. 

Based  on  the  general  principle  that  it  is  usually  undesirable  to  put 
organization  into  legislation,  we  doubt  the  desirability  of  establish¬ 
ing  the  office  by  legislation.  As  far  as  the  objectives  are  concerned, 
and  the  purpose,  we  think  it  is  consistent  with  our  joint  accounting 
improvement  effort,  and  if  properly  carried  out.,  it  would  be  helpful. 

Mr.  Scull.  Well - 
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Mr.  Brasfield.  We  would  be  glad  to  work  with  them  under  such, 
a  program. 

Mr.  Scull.  Isn’t  the  joint  accounting  program  which  is  repre¬ 
sented  by  the  Bureau,  by  the  General  Accounting  Office,  and  Treas¬ 
ury — 

Mr.  Brasfield.  That  is  right. 

Mr.  Scull.  Isn’t  that  program  accomplishing  the  objectives  that 
the  Hoover  Commission  would  like  to  accomplish  through  this  Staff 
Office  of  Accounting  in  the  Bureau  of  the  Budget  ? 

Mr.  Brasfield.  It  is  working  toward  those  same  objectives.  How 
fast  we  achieve  them  and  the  accomplishment  of  them  in  some  places 
is  a  difficult  thing  to  do.  In  that  sense,  we  would  welcome  any  strength 
added  to  that  effort  by  strengthening  the  position  of  the  Bureau  of 
the  Budget. 

However,  I  might  add  also  that  there  would  need  to  be  legislation 
on  recommendation  No.  7.  The  joint  accounting  program  could  not 
accomplish  that  without  legislation. 

Mr.  Scull.  That  is  stating  expenditures  on - 

Mr.  Brasfield.  Appropriations  on  an  accrued-expenditure  basis. 

Mr.  Scull.  Stating  appropriations  on  an  accrued-expenditure 
basis  ? 

Mr.  Brasfield.  That  is  right,  which  in  turn  is  the  key  to  emphasis 
behind  cost-based  budgeting. 

Mr.  Scull.  I  am  not  quite  clear  on  this  point,  sir.  You  would  favor 
the  creation  of  such  a  Staff  Office  of  Accounting  so  as  to  strengthen  the 
joint  accounting  program  ? 

Mr.  Brasfield.  We  would  favor  a  stronger  effort  on  the  part  of  the 
Bureau  of  the  Budget. 

Now,  the  particular  manner  in  which  they  carried  it  out  in  their 
organization,  we  think  is  more  properly  their  decision.  We  see  noth¬ 
ing  incompatible  about  a  Staff  Office  of  Accounting  with  the  objec¬ 
tives  that  the  report  provides  as  a  part  of  the  team  working  under  the 
joint  program. 

Mr.  Scull.  But  you  do  not  believe  that  the  Congress  should  estab¬ 
lish  it  by  statute  ? 

Mr.  Brasfield.  We  question  the  desirability  of  establishing  such 
offices  by  statute. 

Mr.  Scull.  As  a  matter  of  fact,  has  not  the  Director  of  the  Bureau 
of  the  Budget  now  the  authority  to  establish  such  an  office  ? 

Mr.  Brasfield.  I  am  not  sure.  We  think  he  could  accomplish  the 
objectives  of  it.  Perhaps  it  may  be  a  question  of  resources. 

Mr.  Scull.  I,  perhaps,  should  direct  that  question  to  the  Bureau  of 
the  Budget. 

Mr.  Brasfield.  That  is  right.  I  think  they  should  comment  on 
that. 

Mr.  Scull.  I  would  like  to  ask  another  question,  Senator  Cotton. 

Senator  Cotton.  Yes. 

Mr.  Scull.  Do  not  executive  agencies  have  comptrollers  now - 

Mr.  Brasfield.  Many  of  them  do. 

_  Mr.  Scull  (continuing).  Or  an  officer  who  is  performing  the  func¬ 
tions  of  a  comptroller  ? 

Mr.  Brasfield.  Many  of  them  do.  Sometimes  he  is  not  known  by 
that  name.  He  might  not  have  exactly  or  precisely  the  duties  as  con- 
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templated  by  the  recommendation  in  the  Hoover  Commission  report. 
He  might  have  other  duties  and  not  have  all  the  specific  ones  men¬ 
tioned. 

Mr.  Scull.  The  Hoover  Commission  recommends  that  comptrollers 
be  established  in  each  executive  agency. 

Mr.  Brasfield.  That  is  right. 

Mr.  Scull.  I  cannot  recall  for  the  moment  whether  the  Commis¬ 
sion  recommends  that  the  Congress  establish  them  or  that  the  depart¬ 
ments  do  so  by  administrative  action. 

Mr.  Brasfield.  The  Hoover  Commission  report  does  not  contain  a 
legislative  recommendation,  but  I  am  not  sure  they  were  intended 
to  be  set  up  that  way. 

Mr.  Scull.  I  would  like  to  clarify  this.  Is  it  correct  that  at  present 
the  President  by  Executive  order  or  the  head  of  a  department  could 
establish  such  a  position  of  comptroller  in  an  executive  agency,  should 
he  desire  to  do  so,  without  legislative  action? 

Mr.  Brasfield.  I  would  think  the  answer  to  that  is  that  he  or¬ 
dinarily  can.  There  may  be  some  particular  statutes  that  describe 
some  organization  that  would  have  to  be  changed  for  a  particular 
agency. 

The  generalization  is  that  the  answer  to  your  question  is,  yes,  they 
could,  and  we  think  that  would  be  a  preferable  way  to  do  it. 

Senator  Cotton.  Excuse  me. 

If  you  did  it  that  way,  would  the  Comptroller  have  the  authority 
contemplated  by  the  Hoover  Commission  in  the  absence  of  a  willing¬ 
ness  on  the  part  of  the  department  head  to  give  him  that  authority 
voluntarily  ? 

Mr.  Brasfield.  I  think  the  answer  to  your  question  is  that  he  would 
not  unless  the  department  head  were  willing  to  give  it  to  him.  Whether 
even  if  he  had  authority  by  law  he  could  effectively  exercise  it  if  the 
department  head  did  not  cooperate  or  agree,  is  still  another  question. 

I  would  like  to  point  this  out,  if  I  may.  In  the  Budget  and  Ac¬ 
counting  Procedures  Act  of  1950,  which  is  our  current  charter  for 
the  joint  accounting  program,  it  places  upon  the  head  of  each  agency 
the  responsibility  for  developing  an  accounting  system  and,  in  effect, 
doing  the  things  that  we  are  talking  about.  That  was  the  first  leg¬ 
islation  that  specifically  put  that  responsibility  on  the  head  of  the 
agency.  In  effect,  the  iaw  says  to  the  head  of  the  agency,  “You  have 
the  responsibility  to  establish  an  accounting  system  within  the  gen¬ 
eral  principles  and  standards  laid  down  by  the  Comptroller  General. 
Now  you  need  to  take  steps  that  will  effectively  carry  out  your  respon¬ 
sibilities  as  head  of  the  agency.” 

Senator  Cotton.  But  it  would  be  far  better  for  the  President  of  the 
United  States  to  insist  on  department  heads  having  comptrollers  and 
cooperating  with  them  than  for  Congress  to  try  to  establish  a  set 
of  comptrollers  in  agencies  and  guard  against  their  being  interfered 
with  by  the  department  head,  because  that  would  split  up  the  respon¬ 
sibility  of  the  agencies,  would  it  not  ? 

Mr.  Brasfield.  I  think  that  is  true.  It  would  be  much  better  for 
Congress  to  hold  the  head  of  the  agency  responsible. 

Senator  Cotton.  Questions,  Senator? 

Senator  Martin.  No. 

Mr.  Scull.  A  final  question,  sir. 
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Mr.  Brasfield,  as  I  understand  it,  to  sum  up  very  briefly,  the  GAO 
endorses  the  use  of  cost-based  budgets  in  agencies  ? 

Mr.  Brasfield.  We  do. 

Mr.  Scull.  GAO  endorses  the  accural  accounting  system  ? 

Mr.  Brasfield.  We  do. 

Mr.  Scull.  Throughout  the  executive  agencies? 

Mr.  Brasfield.  We  do. 

Mr.  Scull.  And  GAO  recommends  an  amendment  to  provide  for 
stating  appropriations  on  an  expenditure  basis,  which  GAO  believes 
is  essential  to  the  accomplishment  of  the  first  two,  cost-based  budgets 
and  accural  accounting  ? 

Mr.  Brasfield.  We  think  it  will  stimulate  them  and  add  greatly  to 
the  actual  accomplishment  of  them.  We  think  it  needs  to  be  imple¬ 
mented  gradually,  but  we  think  it  would  be  desirable  to  lay  the  foun¬ 
dation  in  law  at  this  time. 

Senator  Cotton.  When  will  you  have  the  amendment  up  to  the  staff 
of  the  subcommittee  ?  When  will  it  be  convenient  ? 

Mr.  Brasfield.  We  can  have  it  rather  shortly. 

(The  amendment,  which  reference  is  made  above  is  incorporated  in  S.  3897, 
introduced  Mav  21,  1956,  by  Senators  Kennedy,  Payne,  et  al.,  which  supersedes 
S.  3199.) 

Senator  Cotton.  That  is  all.  Thank  you,  Mr.  Brasfield. 

Mr.  Brasfield.  Thank  you. 

Senator  Cotton.  Mr.  Finan,  in  view  of  these  suggestions  about  rec¬ 
ommendation  No.  7,  would  you  like  to  comment  on  them  at  this  time? 

Mr.  Finan.  I  would  be  glad  to,  Mr.  Chairman. 

STATEMENT  OE  WILLIAM  E.  EINAN,  ASSISTANT  DIRECTOR  FOR 

MANAGEMENT  AND  ORGANIZATION,  BUREAU  OF  THE  BUDGET— 

Resumed 

Senator  Cotton.  You  now,  in  your  capacity  as  Assistant  Director 
of  the  Bureau  of  the  Budget,  are  going  to  comment  on  the  suggested 
amendment  to  the  bills  suggested  by  Mr.  Brasfield  ? 

Mr.  Finan.  Yes,  sir. 

Senator  Cotton.  Go  ahead. 

Mr.  Finan.  Mr.  Chairman,  we  are  completely  in  accord  with  the 
General  Accounting  Office  as  to  the  ultimate  objective  toward  which 
we  are  working.  We  think  that  if  it  is  properly  rooted  in  modem 
accounting  systems,  the  time  will  come  when  benefits  would  flow  both 
in  an  improved  capacity  on  the  part  of  the  executive  branch  to  admin¬ 
ister  the  programs  of  the  Government  on  the  one  hand,  and,  on  the 
other,  for  the  Congress  effectively  to  control  the  budget  through  plac¬ 
ing  appropriations  on  an  accrued-expenditure  basis. 

However,  this  is  a  concept  which,  within  the  Government,  at  least, 
is  still  relatively  new.  It  is  not  well  understood,  as  witnessed  by  some 
of  the  testimony  before  this  subcommittee. 

There  are  still  relatively  few  agencies  that  have  the  accounting  sys¬ 
tems  which  would  support  this  particular  approach  toward  budgeting. 

We  also  agree  with  the  General  Accounting  Office  that  the  enact¬ 
ment  by  the  Congress  of  legislation  of  this  kind  would  certainly  pro¬ 
vide  a  fresh  stimulus  to  practically  every  aspect  of  our  accounting 
improvement  program.  We  are  not  prepared,  however,  at  this  point 
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to  recommend  to  the  Congress  the  enactment  of  legislation  that  would 
implement  recommendation  No.  7  of  the  Hoover  Commission. 

I  think  I  can  state  on  behalf  of  the  Director  that  we  would  have 
no  objection  to  such  legislation  if  the  Congress  desired  to  enact  it, 
especially  along  the  lines  that  were  suggested  by  the  GAO  that  it  be 
clearly  recognized  this  would  be  a  gradual  process  put  in  step  by  step, 
with  the  Budget  Bureau  making  the  determination  as  to  when  a  par¬ 
ticular  agency  had  a  system  that  would  properly  support  this  type  of 
approach  and  would,  in  fact,  approve  control  as  distinct  from  losing 
control  or  diminishing  control. 

I  think  I  also  should  add  in  that  connection,  in  the  exercise  of 
authority  of  that  kind,  if  it  were  given  to  the  Budget  Director,  he 
would  exercise  it  in  the  closest  possible  collaboration  with  the  Appro¬ 
priations  Committees  of  Congress  because,  after  all,  the  Appropria¬ 
tions  Committees  handle  the  budget  on  behalf  of  the  Congress,  and 
it  would  not  only  be  improper,  but  highly  undesirable,  in  our  opinion, 
to  lay  budgets  before  the  subcommittees  of  the  two  Appropriations 
Committees,  which  were  in  a  form  they  did  not  want— where  they 
wanted  a  different  kind  of  presentation. 

In  other  words,  I  think  I  can  sum  up  our  position  by  saying  that  we 
think  we  will  get  to  the  point  where  we  will  be  asking  for  this  kind 
of  legislation  one  of  these  days.  As  of  today,  we  are  not  asking  for  it. 
We  would  have  no  objection  to  it,  provided,  as  I  have  said,  it  were 
clearly  understood  it  was  an  authorization  that  would  only  be  put  into 
effect  practically  on  an  appropriation-by-appropriation  basis,  and 
over  an  extended  period  of  time. 

Let  me  illustrate :  Today  there  are  in  the  printed  budget  only  four 
appropriations  that  are  now  set  up  on  a  cost  basis,  where  the  costs 
in  these  cases  are  reconciled  to  obligations.  We  do  have  agencies 
that  cover  somewhere  between  35  and  40  different  appropriations 
that  are  currently  presenting  justification  material  to  the  Budget 
Bureau  on  a  cost-reconciled-to-obligation  basis.  And  most  of  those 
agencies,  I  believe,  are  also  presenting  the  same  material  to  the  Appro¬ 
priations  Committees.  They  do  it  wherever  the  committee  wants  it. 

We  have  an  additional  group  of  agencies  that  have  now  reached 
the  point  where  they  have  pretty  sound  and  adequate  accrual  account¬ 
ing  systems,  but  they  have  not  reached  a  stage  where  they  are  present¬ 
ing  justification  material  to  the  Bureau  on  a  cost-reconciled- to-obliga- 
tion  basis. 

In  other  words,  we  have  got  a  fairly  firm  toe-hole  on  this  problem, 
but  not  much  more  than  that,  and  we  would  not  want  to  give  the  im¬ 
pression  there  is  such  a  strong  underpinning  here  that  all  that  is  needed 
is  a  general  agreement  to  move  forward,  and  a  revolution  can  take 
place  overnight. 

Senator  Cotton.  Is  this  what  you  are  suggesting,  that  if  anything 
is  incorporated  in  the  present  bill  on  this  subject,  it  should  be  a  decla¬ 
ration  of  congressional  desire  and  intent  rather  than  a  mandatory  pro¬ 
vision  for  the  installation  of  the  new  system  ? 

Mr.  Finan.  That  is  correct,  sir. 

Senator  Cotton.  You  do  not  understand  how  we  are  going  to  pass 
the  statute  and  say,  “This  is  the  law,  but  you  need  not  hurry  about 
obeying  it”?  In  other  words,  we  have  to  not  put  it  in  at  all, 
make  a  declaration  of  congressional  intent,  or  make  it  an  item  of  legis¬ 
lative  provision.  There  are  no  other  alternatives,  are  there  ? 
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Mr.  Finan.  The  only  other  alternative,  if  there  is  an  alternative, 
is  the  one  described  by  Mr.  Brasfield,  that  is,  where  it  is  described 
as  congressional  policy  to  move  toward  this  objective,  but  with  control 
machinery  built  into  it,  so  that  we  only  move  when  we  have  got  a 
really  solid  underpinning  for  it. 

As  Mr.  Stewart  indicated  in  his  testimony  before  the  subcommittee 
the  other  day  regarding  the  so-called  performance  budget,  and  I 
think  we  would  agree  with  him,  that  what  we  did  there  was  to  attempt 
to  carry  out  a  concept  which  was  not  well  understood,  and  before  any¬ 
body  was  really  ready  for  it,  and  in  the  doing  of  that,  we  generated 
a  great  deal  of  objection  and  criticism  which  would  not  have  taken 
place  if  we  had  gone  about  it  in,  shall  we  say,  a  more  moderate  manner, 
and  only  when  we  really  had  a  solid  underpinning  and  a  clear  under¬ 
standing,  not  only  within  the  executive  agencies  affected,  but  within 
the  congressional  committees  affected,  before  we  tried  to  move  ahead. 

Senator  Cotton.  Does  that  mean  that  your  feeling  is  that  an  at¬ 
tempt  to  incorporate  this  amendment  in  this  bill  at  this  time  might 
do  more  harm  than  good  ? 

Mr.  Finan.  I  am  not  sure  that  I  would  describe  my  position  that 
way.  If  it  gave  the  impression  that  we  were  very  close  to  what, 
I  think  everybody  would  agree,  would  be  a  revolutionary  overhaul  of 
our  whole  budget  process,  I  think  that  would  be  a  mistake,  because  we 
are  not. 

Just  to  illustrate,  you  have  to  do  first  things  first,  and  we  are  en¬ 
dorsing,  and  strongly  endorse,  the  policy  of  getting  property  account¬ 
ing  on  a  monetary  basis  and  integrated  into  the  basic  accounting  of 
the  agency.  You  cannot  even  move  toward  a  cost  budget  or  an 
accrual  accounting  system  until  you  have  done  that,  and  all  of  those 
things  have  to  be  done  before  you  can  talk  seriously  about  appropriat¬ 
ing  on  an  expenditure  basis.  And  I  think  perhaps  it  is  not  as  exag¬ 
geration  to  say  that  in  the  field  of  property  accounting,  generally 
speaking,  the  executive  branch  is  weaker  perhaps  than  in  any  other 
single  accounting  or  budgeting  field  that  you  might  mention. 

Senator  Cotton.  Of  course,  we  haven’t  it  in  the  form  of  a  proposed 
amendment,  but  assuming  that  the  amendment  as  submitted  by  the 
General  Accounting  Office  was  a  declaration  of  Congressional  policy 
and  a  setting  up  of  the  necessary  machinery  to  implement  that  policy, 
as  and  when  it  could  be  made  practical  to  do  so,  would  your  Bureau 
be  for  or  against  that,  amendment  ? 

Mr.  Finan.  We  would  have  no  objection  to  such  an  amendment, 
Mr.  Chairman.  I  think  I  might  also  add  that,  we  would  want  to  see 
that  there  were  included  in  it  adequate  controls  over  the  process  of 
committing  the  Government  to  spend. 

You  will  understand  that  when  you  have  reached  the  point  of  ex¬ 
penditure,  the  commitment  has  been  made.  Somebody  issued  an  order 
months  or  years  ago,  or  somebody  signed  a  contract. 

Currently,  the  so-called  obligation  appropriation  puts  the  point  of 
control  there.  We  would  want  some  substitute  method  of  control 
included  at  that  point,  even  though  we  had  switched  the  appropriation 
control  over  to  the  expenditure  point,  because  you - 

Senator  Cotton.  Would  you  be  willing  to  collaborate  with  GAO  in 
the  drafting  of  such  a  bill  ? 

Mr.  Finan.  We  will  be  delighted  to  see  what  we  could  do,  yes,  sir. 
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Senator  Cotton.  Have  you  any  comments  on  that,  Mr.  Brasfield  ? 

Mr.  Brasfield.  We  would  be  happy  to  collaborate  with  them  on  it. 

Senator  Cotton.  Senator  Martin? 

Senator  Martin.  I  do  not  care  to  ask  anything. 

Senator  Cotton.  Mr.  Scull  ? 

Mr.  Scull.  Mr.  Finan,  I  would  like  to  have  your  views  on  the 
•creation  of  a  Staff  Office  of  Accounting,  very  briefly,  if  you  would 
give  them  to  us. 

Mr.  Finan.  I  can  cover  that  very  briefly,  Mr.  Scull.  Such  an  office 
has  now  been  established  in  the  Budget  Bureau. 

Mr.  Scull.  It  is  known  as  the  Accounting  Group  ? 

Mr.  Finan.  No.  It  actually  has  not  as  yet  been  designated  as  the 
Staff  Office  of  Accounting.  But  you  recall,  the  significant  point  in  the 
Hoover  Commission  recommendation  was  that  an  Assistant  Director 
of  the  Bureau  be  placed  directly  in  charge  of  our  accounting  activities. 
As  of  about  a  week  ago,  the  Director  made  such  a  change,  and  Assistant 
Director  Rappaport,  who  is  an  accountant  of  considerable  experience 
and  standing,  and  who  is  an  Assistant  Director  of  the  Budget  Bureau, 
is  now  in  charge  of  our  Accounting  Group  and  our  accounting  program. 

Mr.  Scull.  We  have,  then,  in  the  Bureau  of  the  Budget  what 
amounts  to  a  Staff  Office  of  Accounting,  now  ? 

Mr.  Finan.  That  is  right. 

Mr.  Scull.  Does  that  officer  discharge  the  duties  that  the  Hoover 
Commission  recommended  that  such  a  Staff  Office  of  Accounting  should 
discharge,  in  supervising  accounting  through  the  executive  branch? 

Mr.  Finan.  Substantially  so.  I  am  not  sure  that  the  word  “super¬ 
vision”  is  entirely  appropriate. 

There  was  one  recommendation  of  the  Hoover  Commission  which 
in  my  judgment  was  generally  misunderstood.  If  the  Hoover  Com¬ 
mission  meant  what  I  am  convinced  in  my  own  mind  that  they  meant, 
then  he  also  has  that  responsibility,  and  that  is  for  assisting  agencies 
to  locate  and  employ  topflight  personnel  for  their  ton  financial  manage¬ 
ment  jobs.  That  has  been  interpreted  by  some  as  meaing  that  we  would 
exercise  some  kind  of  control  over  the  selection.  Either  we  would 
dictate  trie  employment  or  we  would  have  a  veto  authority  over  it. 
We  think  either  arrangement  would  be  total  1  v  inappropriate. 

To  the  extent  that  we  are  talking  about  providing  assistance,  which 
I  am  convinced  is  what  the  Commission  meant,  that  responsibility  is 
also  included. 

Mr.  Scull.  That  would  be  an  infringement  upon  the  responsibility 
of  the  Department  heads ;  woul  d  it  not  ? 

Mr.  Finan.  Of  course. 

Mr.  Scull.  That  is  all,  Mr.  Chairman. 

Senator  Cotton.  I  just  want  to  get  one  thing  clear  in  my  own  mind. 
It  is  your  feeling  that  recommendation  No.  7  of  the  Hoover  Commis¬ 
sion  is  desirable  as  soon  as  it  can  be  reasonably  and  practicably  done ; 
is  that  right  ? 

Mr.  Finan.  As  soon  as  we  have  solid  footing  for  it,  and  as  soon 
as  it  is  widely  understood  and  accepted,  not  only  within  the  executive 
branch,  but  within  the  Congress. 

Senator  Cotton.  But  you  feel  it  is  desirable  ? 

Mr.  Finan.  Yes,  sir. 
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Senator  Cotton.  And  is  it  not  likely  to  come  about  more  speedily 
if  some  legislation  is  passed  that  puts  Congress,  which  includes  its 
Appropriations  Committees,  squarely  behind  it  as  a  policy,  than  it 
will  if  it  is  left  to  come  about  otherwise? 

Mr.  Finan.  I  think  there  is  no  doubt  about  that,  Mr.  Chairman. 
What  I  would  be  concerned  about  is  that  in  an  effort  to  move  on  this 
before  we  are  sure  it  is  fully  understood  and  accepted,  a  controversy 
is  generated  and  we  get  a  flat  congressional  rejection — we  then  might  be 
worse  off  than  we  are  today  with  the  Congress,  shall  we  say,  in  a  some¬ 
what  neutral  position  on  the  matter. 

Senator  Cotton.  I  see.  Thank  you. 

Mr.  Heffelfinger,  the  Fiscal  Assistant  Secretary  of  the  Treasury. 

Mr.  Heffelfinger.  Good  morning,  Mr.  Chairman. 

Senator  Cotton.  We  appreciate  your  being  with  us,  Mr.  Heffelfin¬ 
ger.  Is  it  your  desire  to  read  your  statement  in  full  and  then  discuss 
it,  or  would  you  prefer  to  put  the  statement  in  the  record  and  sum¬ 
marize  it  and  discuss  it  ? 

Mr.  Heffelfinger.  It  is  a  very  short  statement.  I  would  be  glad  to 
read  it,  and  then  submit  it  for  the  record,  sir. 

I  might  say  that  I  have  with  me,  Mr.  Gilbert  L.  Cake,  who  is  our 
associate  commissioner  of  accounting. 

Senator  Cotton.  We  are  glad  to  have  him  with  us.  We  will  be  glad 
to  have  you  proceed. 

STATEMENT  OF  WILLIAM  T.  HEFFELFINGER,  FISCAL  ASSISTANT 

SECRETARY  OF  THE  TREASURY;  ACCOMPANIED  BY  GILBERT  L. 

CAKE,  ASSOCIATE  COMMISSIONER,  BUREAU  OF  ACCOUNTS,  DE¬ 
PARTMENT  OF  THE  TREASURY 

Mr.  Heffelfinger.  These  are  the  views  of  the  Treasury  Department 
on  S.  3199,  a  bill  to  improve  governmental  budgeting  and  account¬ 
ing  methods  and  procedures  and  for  other  purposes,  contained  in  a 
letter  dated  March  21, 1956,  from  the  Acting  Secretary  of  the  Treasury 
to  the  subcommittee. 

I  will  summarize  the  letter : 

The  bill  would  put  into  effect  most  of  the  recommendations  on  budg¬ 
eting  and  accounting  made  by  the  Commission  on  Organization  of 
the  Executive  Branch  of  the  Government  in  its  report  to  the  Congress 
dated  June  1955.  In  replying  recently  to  a  request  of  the  House 
Committee  on  Government  Operations  for  comments  on  the  Commis¬ 
sion’s  report,  the  committee  was  told  that  the  Treasury  is  not  in  com¬ 
plete  agreement  with  the  recommendation  for  organizing  the  account¬ 
ing  function  but  that  it  is  in  favor  of  the  specific  suggestions  for  sim¬ 
plifying  and  improving  accounting  procedures. 

These  views  are  elaborated  in  more  detail  in  the  statement  appended 
to  the  letter,  as  follows : 

Sections  1(a)  and  2  (c)  of  the  bill  would  carry  out  recommendations  Nos.  10r 
11,  12  and  22  of  the  Commission  for  the  establishment  of  an  Office  of  Account¬ 
ing  in  the  Bureau  of  the  Budget,  the  establishment  of  the  position  of  comptroller 
in  the  principal  agencies  of  the  Government,  and  the  preparation  by  the  Bureau 
of  the  Budget  of  certain  overall  financial  reports. 

From  the  standpoint  of  sound  organization  and  desirable  checks  and  balances, 
the  executive  branch  should  have  full  control  over  the  type  of  accounting  sys¬ 
tems  it  deems  necessary  for  management  purposes.  Moreover,  the  audit  func- 
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tion  of  the  Comptroller  General  of  the  United  States  is  weakened  by  the  fact 
that  he  must,  by  law,  prescribe  accounting  systems  which  he  is  required  to  audit. 
Hence,  the  Treasury  feels  that  the  present  authority  of  the  Comptroller  General 
over  accounting  should  be  transferred  by  law  to  the  executive  branch. 

I  would  like  to  say  at  this  point,  Mr.  Chairman,  that  this  is  a  basic 
organizational  problem.  We  have  no  objection  to  the  present  arrange¬ 
ment  under  which  the  agencies  are  responsible  for  their  accounting 
systems,  subject  to  the  prescription  of  standards  by  the  General  Ac¬ 
counting  Office.  That  arrangement  has  been  working  well  under  the 
joint  accounting  program.  We  feel  that  we  have  accomplished  great 
strides  in  improving  Government  accounting  under  the  present  setup. 

We  do  fear  that  if  Congress  should  legislate  a  division  of  those 
responsibilities,  placing  certain  responsibilities  in  the  Bureau  of  the 
Budget  and  leaving  other  responsibilities  to  the  Comptroller,  it  might 
be  difficult  for  the  agencies  to  know  where  they  are  responsible  in  their 
accounting,  to  the  Bureau  of  the  Budget  or  to  the  Comptroller  General. 
Rather  than  see  a  transfer  and  splitup  of  those  functions  made,  we 
feel  that  it  should  all  go  to  the  Executive  or  remain  where  it  is. 
The  statement  continues : 

The  Treasury  does  not  believe  it  is  necessary  or  desirable  to  require  the 
establishment  of  the  position  of  comptroller  in  all  agencies  regardless  of  the  need 
or  circumstances  which  might  prevail  in  a  particular  agency.  Such  action  would 
be  a  retrogressive  step  from  the  progress  already  made  in  the  direction  of  mak¬ 
ing  the  heads  of  agencies  responsible  for  proper  internal  organization  and  aline- 
ment  of  functions.  For  example,  Reorganization  Plan  No.  26  of  1950  places 
such  responsibility  on  the  Secretary  of  the  Treasury.  Therefore,  if  the  position 
of  comptroller  should  be  considered  necessary  or  desirable,  legislation  would 
not  be  necessary  to  establish  the  position  and  functions. 

On  the  matter  of  financial  reporting,  it  is  not  clear  just  what  is  meant  by 
comprehensive  reports,  other  than  purely  fiscal  reports  which  the  bill  would 
require  the  Director  of  the  Bureau  of  the  Budget  to  prepare.  By  virtue  of  the 
nature  of  the  Treasury’s  operations  as  the  financial  department  of  the  Govern¬ 
ment,  it  is  the  source  of  a  great  deal  of  fiscal  data  and  the  focal  point  of  much 
of  the  Government’s  accounting.  Therefore,  it  is  not  only  logical  but  practical 
for  the  Treasury  to  be  the  operating  center  of  accounting  and  financial  reporting 
as  provided  for  in  the  Budget  and  Accounting  Procedures  Act  of  1950.  In  this 
connection,  the  Treasury  now  prepares  various  central  reports  pertaining  to 
receipts  and  expenditures,  the  status  of  appropriations,  the  public  debt,  foreign 
currencies,  assets  and  liabilities  of  executive  agencies,  long-range  commitments 
and  contingencies,  and  other  reports  having  to  do  with  the  Government’s  finances 
from  an  overall  standpoint.  There  appears  to  be  no  real  necessity  or  advantage 
to  make  the  Bureau  of  the  Budget,  which  is  essentially  a  staff  agency  of  the 
President,  an  operating  agency  instead  of  the  Treasury  in  this  respect. 

It  appears  that  the  duties  imposed  on  the  Assistant  Director  for  Accounting 
(in  the  Bureau  of  the  Budget)  by  section  2(c)  would  overlap  the  present  statu¬ 
tory  duties  and  authority  of  the  Comptroller  General  as  specified  in  the  Budget 
and  Accounting  Act,  1921,  the  Federal  Property  and  Administrative  Services 
Act,  1949,  the  Post  Office  Financial  Control  Act  of  1950,  and  the  Budget  and 
Accounting  Procedures  Act  of  1950.  Also,  as  the  bill  is  written,  section  1  (a) 
would  overlap  the  statutory  duties  of  the  Secretary  of  the  Treasury  regarding 
financial  reporting  as  specified  in  the  Budget  and  Accounting  Procedures  Act 
of  1950  and  other  laws.  It  seems  inevitable  that  enactment  of  the  bill,  with¬ 
out  clearing  up  the  question  of  a  realinement  of  authority  and  responsibilities, 
would  lead  to  uncertainties  and  disputes  due  to  jurisdictional  conflicts — particu¬ 
larly  where  the  General  Accounting  Office  as  an  agent  of  Congress  is  concerned. 
The  Treasury  believes  that  the  various  executive  departments  and  agencies 
should  not  be  placed  in  the  position  of  not  knowing  precisely  to  what  central 
authority  they  must  look  in  the  matter  of  accounting  and  reporting  requirements. 

In  addition  to  these  fundamental  reservations,  the  Treasury  is  opposed  to 
those  provisions  of  section  2  (c)  which  would  require  the  Assistant  Director  for 
Accounting  to  :  (a)  Set  schedules  for  performance  of  functions  in  the  administra¬ 
tive  agencies  without  confining  the  functions  involved  to  accounting  and  report- 
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ing:  and  (b)  to  assist  actively  in  the  selection,  training  and  retention  of  capable 
personnel  in  the  administrative  agencies,  which  is  viewed  as  an  infringement 
on  the  responsibilities  of  such  agencies. 

The  Treasury  is  in  general  agreement  with  the  objectives  of  sections  1  (b), 
2  (a),  2  (b)  and  3  of  the  bill,  which  are  to  increase  congressional  and  executive 
control  over  expenditures.  These  sections  would  carry  out  eight  recommenda¬ 
tions  of  the  Commission,  which  in  essence  are: 

Recommendation  No.  2 — Agencies  should  make  annual  operating  reports  to 
the  Bureau  of  the  Budget  which  in  turn  should  report  to  the  President  on  per¬ 
formance  for  the  executive  branch  as  a  whole. 

Recommendation  No.  3 — Cost-based  operating  budgets,  supplemented  by  per¬ 
formance  reports,  should  be  used  internally  by  agencies. 

Recommendation  No.  4 — A  performance  type  Executive  budget  should  continue 
to  be  used  and  should  be  adequately  supported  by  program  costs  and  accom¬ 
plishment. 

Recommendation  No.  5 — Agencies  should  synchronize  their  organization  struc¬ 
tures,  budget  classifications  and  accounting  systems. 

Recommendation  No.  6 — -Agency  budgets  should  be  formulated  and  administered 
on  a  cost  basis. 

Recommendation  No.  13 — The  allotment  system  should  be  greatly  simplified. 

Recommendation  No.  14 — Accounting,  budgeting  and  financial  reporting  should 
be  on  an  accrual  basis. 

Recommendation  No.  16 — Agencies  should  install  monetary  property  ac¬ 
counting. 

Section  1  (c)  of  the  bill  would  carry  out  recommendation  No.  1  (b)  of  the 
Commission  that  qualified  employees  of  the  Bureau  of  the  Budget  be  placed  in 
important  agencies  as  working  contacts.  The  Bureau  of  the  Budget  already 
has  close  working  relationships  on  budgetary  matters  with  the  executive  agen¬ 
cies  and  the  Treasury  doubts  that  the  advantages  of  implementing  this  recom¬ 
mendation  would  warrant  the  added  expense. 

Section  4  of  the  bill  would  carry  out  recommendation  No.  17  of  the  Commis¬ 
sion  that  the  accounting  for  the  payment  of  old  claims,  under  each  appropria¬ 
tion  title,  be  simplified.  Two  bills,  S.  3362  and  II.  R.  9593,  have  been  introduced 
in  the  Congress  to  implement  not  only  this  recommendation  but  also  recommenda¬ 
tion  No.  18  of  the  Commission  to  simplify  the  payment  of  certain  claims.  The 
Treasury  collaborated  with  the  Bureau  of  the  Budget  and  the  General  Accounting 
Office  in  the  drafting  of  such  legislation. 

Section  5  (a)  (1)  of  the  bill  would  give  effect  to  recommendation  No.  20  of 
the  Commission  that  the  Bureau  of  the  Budget  and  the  General  Accounting 
Office  make  a  study  with  the  view  to  eliminating  duplication  of  accounting  in 
the  Treasury  and  between  the  Treasury  and  other  agencies.  The  Treasury  is, 
of  course,  in  favor  of  the  elimination  of  duplication.  The  joint  accounting  pro¬ 
gram  is  dedicated  to  the  elimination  of  duplication  in  accounting,  and  related 
paperwork  and  procedures,  wherever  it  may  exist  in  or  between  agencies  of 
the  Government,  including  the  Treasury  Department.  Major  accomplishments 
under  this  policy  are  described  in  the  annual  reports  of  progress  of  the  joint 
program.  Hence,  the  Treasury  does  not  believe  that  additional  studies,  as  recom¬ 
mended  by  the  Commission,  are  necesary. 

Section  5  (a)  (2)  of  the  bill  would  carry  out  recommendation  No.  25  of  the 
Commission  that  the  Bureau  of  the  Budget  and  the  General  Accounting  Office 
make  a  study  to  determine  the  adequacy  of  internal  auditing  in  agencies.  The- 
Treasury  would  have  no  objection  to  such  a  study. 

That,  Mr.  Chairman,  embodies  the  Treasury’s  views,  and  I  submit 
this  for  the.  record. 

Senator  Cotton.  Thank  you,  Mr.  Secretary. 

Referring  to  tire  last  sentence  in  the  second  paragraph  of  your  pre¬ 
pared  statement — 

Hence,  the  Treasury  feels  that  the  present  authority  of  the  Comptroller  General 
over  accounting  should  be  transferred  by  law  to  the  executive  branch — 

it,  is  not  quite  clear  to  me  what  you  mean  by  that  statement.  There  is 
nothing  in  the  present  bill  that  deals  with  that.  Is  it  your  suggestion: 
that  the  bill  should  do  that  ? 
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Mr.  Heffelfinger.  Well,  we  felt  that  the  bill  probably  has  some 
areas  which  are  not  clear  in  the  setting  up  in  the  Bureau  of  the  Budget 
of  an  Assistant  Director  to  exercise  functions  in  the  accounting  field, 
and  we  thought  that  might  give  rise  to  the  difficulty  of  interpreting  his 
sphere  of  jurisdiction  and  the  Accounting  Office’s  sphere  of  jurisdic¬ 
tion. 

Senator  Cotton.  Would  you  indicate  what  sections  of  the  bill,  what 
provisions  raise  that  problem  ? 

Mr.  Heffelfinger  (reading)  : 

There  is  hereby  established — 

this  is  section  2  (c)  on  page  5  of  the  bill- — - 

a  Staff  Office  of  Accounting. 

Sec.  120.  (a)  There  is  hereby  established  in  the  Bureau  of  the  Budget,  under 
the  supervision  of  the  Director  thereof,  a  Staff  Office  of  Accounting,  the  head  of 
which  shall  be  the  Assistant  Director  of  Accounting,  to  be  appointed  by  the 
President,  and  to  receive  compensation  at  the  rate  of  $  per  annum. 

Then  it  goes  on  to  follow : 

It  shall  be  the  duty  of  the  Assistant  Director  for  Accounting — (1)  to  develop  and 
promulgate  an  overall  plan  for  accounting  and  reporting  by  the  various  execu¬ 
tive  agencies  which  is  consistent  with  the  principles,  standards,  and  related  re¬ 
quirements  prescribed  by  the  Comptroller  General  of  the  United  States  pursuant 
to  section  112  of  this  part;  (2)  to  expedite,  guide,  and  assist  in  the  introduction 
of  modern  accounting  methods  in  the  executive  agencies  which  are  consistent 
with  such  overall  plan;  (3)  to  set  reasonable  and  definite  schedules  for  the  per¬ 
formance  of  the  functions  of  such  agencies  and  to  watch  and  report  on  their  pro¬ 
gress;  (4)  to  stimulate  the  building  of  competent  accounting  and  auditing  or¬ 
ganizations  in  such  agencies  and  to  assist  actively  in  the  selection,  training,  and 
retention  of  capable  personnel;  and  (5)  to  report  to  the  Director  of  the  Bureau 
of  the  Budget  at  least  once  each  year,  and  at  such  other  times  as  the  Director 
may  require  with  respect  to  the  status  of  accounting  in  each  of  the  executive 
agencies. 

Senator  Cotton.  Mr.  Scull,  will  you  explore  this  matter  briefly  ? 

Mr.  Scull.  Yes. 

Mr.  Scull.  Mr.  Heffelfinger, ’the  Treasury  objects  to  the  creation 
of  a  Staff  Office  of  Accounting ;  is  that  correct,  sir  ? 

Mr.  Heffefinger.  We  feel  that  it  may  lead  to  the  development  of 
a  situation  that  may  be  difficult  in  the  years  to  come,  in  having  two 
agencies  of  the  Government  operating  in  the  field  of  accounting. 
We  know  that  we  have  responsibility  in  the  Comptroller  General, 
and  we  feel  that  the  present  arrangement  under  which  the  Bureau 
of  the  Budget  and  the  Treasury  are  working  very  cooperatively  with 
the  General  Accounting  Office,  is  working  well. 

It  is  necessary  in  this  joint  program  to  have  the  support  of  the 
Bureau  of  the  Budget,  and  they  have  been  very  helpful  in  their  sup¬ 
port.  If  all  that  is  intended  in  just  to  write  into  the  legislation  that 
the  Bureau  of  the  Budget  shall  continue  their  support,  that  is  one 
thing.  But  if  there  is  a  desire  and  an  effort  made  to  transfer  and 
divide  the  responsibility,  we  think  that  is  bad. 

Mr.  Scull.  To  be  certain  that  I  understand  correctly,  I  would  like 
to  read  your  statement  again  : 

Hence,  the  Treasury  feels  that  the  present  authority  of  the  Comptroller  Gen¬ 
eral  over  accounting  should  be  transferred  by  law  to  the  executive  branch - - 

The  setting  up  of  a  Stall1  Office  of  Accounting  would  not  nec¬ 
essarily  transfer  the  present  authority  of  the  Comptroller  Gen- 
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eral,  but  it  would  certainly  increase  the  responsibility,  if  not  the 
authority  of  the  Bureau  of  the  Budget,  over  accounting,  would  it  not? 

Mr.  Heffelfinger.  That  may  be  where  we  would  run  into  diffi¬ 
culties.  I  do  not  think  that  the  present  bill  is  intended  to  transfer 
authority  from  the  Comptroller  General.  But  if  the  Bureau  of  the 
Budget  should  interpret  it  as  transferring  authority,  then  we  get 
into  difficulties.  Y ou  have  two  agencies  to  deal  with. 

Mr.  Scull.  Of  course,  section  2  (c),  I  believe  it  is - 

Mr.  Heffelfinger.  That  is  right. 

Mr.  Scull.  Section  2  (c)  states  that  this  Assistant  Director  of  Ac¬ 
counting  shall  develop  and  promulgate  an  overall  plan  for  accounting 
which  is  consistent  with  the  principles,  standards,  and  related  re¬ 
quirements  prescribed  by  the  Comptroller  General. 

Would  that  not  leave  the  authority  over  the  Staff  Office  of  Account¬ 
ing  in  the  Comptroller  General’s  hands  ? 

Mr.  Heffelfinger.  Yes.  But  it  also  would  give  rise  to  just  how 
far  does  the  authority  of  the  Budget  Bureau  and  how  far  does  the 
authority  of  the  Comptroller  extend. 

Mr.  Scull.  Let  me  get  back  to  your  statement  again,  Mr. 
Heffelfinger. 

You  state  that  the  Treasury  believes  that  the  present  authority  of 
the  Comptroller  General  over  accounting  should  be  transferred  to 
the  executive  branch? 

Mr.  Heffelfinger.  If  there  is  any  change  to  be  made  in  the  existing 
situation. 

Mr.  Scull.  In  other  words,  you  would  relieve  the  Comptroller 
General  of  his  present  authority  over  accounting  within  the  executive 
branch. 

Mr.  Heffelfinger.  You  say,  leave  him  ? 

Mr.  Scull,  Relieve  him. 

Mr.  Heffelfinger.  Yes,  if  the  Congress  wants  to  make  any  changes 
in  the  accounting  field.  That  is  consistent  with  the  earlier  recommen¬ 
dations,  I  believe,  of  the  Hoover  Commission. 

Mr.  Scull.  To  whom  should  the  authority  go  ?  The  Treasury  ? 

Mr.  Heffelfinger.  No,  we  don’t  advocate  that  the  Treasury  have 
that  authority. 

Mr.  Scull.  The  Bureau  of  the  Budget  ? 

Mr.  Heffelfinger.  To  the  Bureau  of  the  Budget,  the  only  other 
agency  in  the  executive  branch,  yes;  we  feel  it  should  be  in  the  Comp¬ 
troller  or  in  the  Budget,  but  it  should  not  be  spread  between  the  two 
with  the  possibility  of  conflict  of  interest. 

Senator  Thurmond  (presiding).  Mr.  Heffelfinger,  wasn’t  the  ori¬ 
ginal  idea  of  setting  up  the  position  of  the  Comptroller  General  that 
it  should  be  an  arm  of  the  Congress  ? 

Mr.  Heffelfinger.  That  is  right. 

Senator  Thurmond.  In  order  to  serve  the  Congress  ? 

Mr.  Heffelfinger.  That  is  true,  sir. 

Senator  Thurmond.  You  are  now  recommending  that  that  be 
changed  ? 

Mr.  Heffelfinger.  No,  sir.  We  feel  that  the  Comptroller  General 
should  audit  the  agencies,  and  the  agencies  have  the  responsibility  of 
conducting  their  affairs  and  be  responsible  for  that,  including  the 
accounting  systems  which  are  necessary  to  accomplish  that  fact.  We 
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feel  that  the  Comptroller  General  should  be  free  to  come  in  and  audit 
and  criticize  those  systems  if  they  are  not  proper. 

Senator  Thurmond.  Senator  Martin  ? 

Senator  Martin.  No,  I  have  nothing,  except  this.  You  think  that 
the  present  law  is  better  balanced  than  this  suggestion  and  proposal? 

Mr.  IIrffki.fi n ger .  That  is  our  point. 

Senator  Tiiurmond.  Senator  Cotton,  do  you  have  any  more  ques¬ 
tions  ? 

Senator  Cotton.  Just  a  few,  Senator. 

I  wonder  this,  Mr.  Secretary.  You  have  heard  the  discussion  that 
we  have  had  previously  with  Mr.  Finan  and  Mr.  Brasfield  about  rec¬ 
ommendation  No.  7. 

Mr.  Heffelfinger.  Yes,  sir. 

Senator  Cotton.  W ould  you  care  to  comment  on  that  ? 

Mr.  Heffelfinger.  The  Treasury  is  in  general  agreement  with  the 
objectives  of  that  recommendation.  We  subscribe  to  the  views  of  the 
Budget  and  the  General  Accounting  Office.  It  is  a  change  that  you 
cannot  make  overnight.  The  magnitude  of  the  Government  is  too  big 
to  make  an  overnight  change.  We  feel  it  is  a  long-term  program,  one 
that  has  been  going  on  now  for  some  few  years  under  the  joint  ac¬ 
counting  program,  and  we  have  made  accomplishments  in  that 
direction. 

In  the  final  analysis,  it  is  a  matter  for  Congress  to  determine 
whether  they  want  to  budget  and  control  appropriations  on  that 
basis;  and  with  legislation  along  those  lines  indicating  the  desire  of 
Congress  to  proceed  in  this  direction,  which  we  feel  is  better  control 
in  the  long  run  than  we  now  are  getting  through  the  obligating  pro¬ 
cedures,  it  might  be  a  long-range  advantage  to  the  Congress  and 
the  Executive,  knowing  just  what  programs  are  costing. 

Senator  Cotton.  You  think  that  the  time  has  arrived  for  a  declara¬ 
tion  of  policy  by  the  Congress  on  this  point  now  ?  Or  do  you  think - 

Mr.  Heffelfinger.  I  think  that  would  be  desirable,  because  there 
has  been  a  great  deal  of  progress  made  in  this  direction  in  a  number 
of  agencies. 

Now,  if  Congress  is  not  going  to  accept  this  philosophy  of  budget¬ 
ing,  probably  it  should  indicate  it  at  this  point.  Nevertheless,  for 
management  purposes,  it  is  still  a  good  system  to  predicate  your  ac¬ 
counts  on. 

Senator  Cotton.  And  it  would  be  the  recommendation  of  the  Treas¬ 
ury  Department  to  the  Congress  that  this  recommendation  would  be 
clearly  beneficial  ? 

Mr.  Heffelfinger.  We  think  so. 

Senator  Cotton.  Thank  you. 

Senator  Thurmond.  Mr.  Scull  ? 

Mr.  Scull.  Sir,  would  you  collaborate  with  the  GAO  and  the  Bu¬ 
reau  of  the  Budget  in  the  drafting  of  such  an  amendment  for  the  sub¬ 
committee  ? 

Mr.  Heffelfinger.  We  would  be  happy  to. 

(This  amendment  is  incorporated  in  S.  3897,  introduced  May  21,  1956,  by  Sena¬ 
tors  Kennedy,  Payne,  et  al,  which  supersedes  S.  3199.) 

Mr.  Siiriver.  Mr.  Chairman. 

Senator  Thurmond.  Go  ahead,  Mr.  Shriver. 

li 
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Mr.  Stiriver.  Thank  you,  Mr.  Chairman. 

Mr.  Heffelfinger,  in  connection  with  this  joint  accounting  improve¬ 
ment  program  which  was  referred  to  a  while  ago,  you  knew  that  the 
staff  and  the  Senate  Government  Operations  Committee  really  got 
that  program  off  the  ground  several  years  ago.  Now,  do  you  think 
this  legislation  would  stimulate  the  activities  of  that  group  or  prod 
the  agencies  into  installing  accounting  and  budgeting  on  an  accrual 
basis,  and  revising  the  appropriation  structure?  Do  you  think  this 
bill  is  what  is  needed  to  get  this  new  system  started  ? 

Mr.  Heffelfinger.  We  do  not  need  anything  to  stimulate  this  joint 
group.  They  are  working  day  and  night  in  this  direction,  and  I  think 
they  have  made  great  strides.  There  are  still  areas  where  it  is  hard 
to  make  further  progress,  and  I  think  some  indication  from  Con¬ 
gress  that  this  is  the  direction  that  you  approve  of  would  be  helpful 
to  the  joint  program. 

Mr.  Shriver.  Do  you  believe  it  would  be  more  effective  to  pass  a 
general  bill  to  overhaul  the  budget  and  accounting  system  than  just 
put  something  in  a  report  of  this  subcommittee  ? 

Mr.  Heffelfinger.  That  is  a  determination  of  the  subcommittee, 
as  to  whether  it  should  be  put  in  legislation.  It  would  be  unfortunate 
to  put  it  in  legislation  with  rigidity.  If  it  could  be  put  in  in  some 
general  expression  of  policy  by  the  Congress  rather  than  with  rigid 
requirements,  I  think  that  would  be  helpful. 

Mr.  Shriver.  Do  you  believe  the  language  in  this  bill  with  respect  to 
the  maintenace  of  accounts  on  accrual  basis,  this  broad  general  lan¬ 
guage,  is  better  than  to  try  to  spell  it  out  in  detail  in  a  bill  ? 

Mr.  Heffelfinger.  I  think  it,  would  be,  yes. 

Mr.  Shriver.  Is  it  your  belief  that  the  same  thing  holds  true  for  pre¬ 
paring  a  budget  on  a  cost  basis? 

Mr.  Heffelfinger.  I  think  so. 

As  Mr.  Finan  pointed  out,  it  will  take  a  long  period  of  education 
to  get  people  accustomed  to  these  new  forms  of  procedures. 

Senator  Cotton.  Are  you  going  into  another  subject  matter  now? 

Mr.  Shriver.  No;  I  was  going  to  pursue  the  same  subject  a  little 
further. 

Senator  Cotton.  Could  I  interpolate  one  suggestion,  or  a  question? 

Mr.  Shriver.  Surely,  go  right  ahead,  Senator  Cotton. 

Senator  Thurmond.  Go  ahead. 

Senator  Cotton.  In  reply  to  the  question  about  whether  this  incor¬ 
poration  of  recommendation  No.  7  should  be  incorporated  in  the  act 
or  simply  be  a  recommendation  to  be  incorporated  in  the  report  of  the 
committee,  it  is  my  understanding  from  previous  testimony — and  I 
am  wondering  if  you  will  agree — that  it  is  highly  important  if  this 
recommendation  is  eventually  to  work  that  it  be  satisfactory  to,  and 
have  the  cooperation  of,  the  Appropriations  Committees  of  the  Senate 
and  House  and  the  subcommittees;  otherwise,  you  ivould  meet  with 
innumerable  obstacles;  is  that  not  correct? 

Mr.  Heffelfinger.  That  is  true,  because  they  are  the  prime  users 
of  the  data  that  is  included  in  the  budget  which  is  submitted  to  the 
Congress. 

Senator  Cotton.  So  if  this  subcommittee  simply  incorporated  in  a 
report  “it  is  the  policy  of  this  subcommittee  that  it  be  followed,”  it 
would  hardly  give  the  assurance  to  the  Bureau  of  the  Budget  and  the 
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General  Accounting  Office  and  the  Treasury  and  all  the  fiscal  agencies 
involved,  of  congressional  intent  that  we  would  have  if  an  act  passed 
presumably  upon  which  all  the  members  of  the  Appropriations  Com¬ 
mittee  would  have  a  full  opportunity  to  collaborate? 

Mr.  Heffelfinger.  That  is  true. 

Mr.  Shriver.  That  is  right,  Senator  Cotton. 

Thank  you,  Mr.  Chairman. 

Senator  Thurmond.  Thank  you  very  much,  Mr.  Heffelfinger. 

The  subcommittee  will  now  recess  until  10  o’clock  tomorrow  morn¬ 
ing  when  it  will  resume  hearings  in  room  357,  Senate  Office  Building. 

Mr.  Heffelfinger.  Thank  you,  sir. 

(Letter,  March  21,  1956,  from  Hon.  W.  Randolph  Burgess,  Acting 
Secretary  of  the  Treasury,  to  Hon.  John  F.  Kennedy,  and  statement 
summarized  by  Mr.  Heffelfinger,  follows:) 


Treasury  Department, 
Washington,  March  21,  1956. 


Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization, 
United  States  Senate,  Washington,  D.  C. 


My  Dear  Mr.  Chairman  :  This  is  in  reply  to  your  letter  of  February  21 
requesting  the  Department’s  views  on  S.  3199,  a  bill  to  improve  governmental 
budgeting  and  accounting  methods  and  procedures  and  for  other  purposes. 

The  bill  would  put  into  effect  most  of  the  recommendations  on  budgeting  and 
accounting  made  by  the  Commission  on  Organization  of  the  Executive  Branch  of 
the  Government  in  its  report  to  the  Congress  dated  June  1955.  In  replying 
recently  to  a  request  of  the  House  Committee  on  Government  Operations  for 
comments  on  the  Commission's  report,  the  committee  was  told  that  the  Treasury 
is  not  in  complete  agreement  with  the  recommendation  for  organizing  the 
accounting  function  but  that  it  is  in  favor  of  the  specific  suggestions  for  simpli¬ 
fying  and  improving  accounting  procedures. 

The  Treasury’s  views  on  the  provisions  of  S.  3199  are  furnished  in  the  attached 
memorandum. 

It  has  not  been  possible  to  obtain  the  customary  Bureau  of  the  Budget  clear¬ 
ance  prior  to  the  submission  of  this  report. 

Very  truly  yours, 


W.  Randolph  Burgess, 
Acting  Secretary  of  the  Treasury. 


Views  of  the  Treasury  Department  on  S.  3199,  A  Bill  To  Improve  Govern¬ 
mental  Budgeting  and  Accounting  Methods  and  Procedures  and  for  Other 
Purposes 

Sections  1  (a)  and  2  (c)  of  the  hill  would  carry  out  recommendations  Nos. 
10,  11,  12,  and  22  of  the  Commission  for  the  establishment  of  an  office  of  account¬ 
ing  in  the  Bureau  of  the  Budget,  the  establishment  of  the  position  of  comptroller 
in  the  principal  agencies  of  the  Government,  and  the  preparation  by  the  Bureau 
of  the  Budget  of  certain  overall  financial  reports. 

From  the  standpoint  of  sound  organization  and  desirable  checks  and  balances, 
the  executive  branch  should  have  full  control  over  the  type  of  accounting  sys¬ 
tems  it  deems  necessary  for  management  purposes.  Moreover,  the  audit  func¬ 
tion  of  the  Comptroller  General  of  the  United  States  is  weakened  by  the  fact 
that  he  must,  by  law,  prescribe  accounting  systems  which  he  is  required  to 
audit.  Hence,  the  Treasury  feels  that  the  present  authority  of  the  Comptroller 
General  over  accounting  should  be  transfered  by  law  to  the  executive  branch. 

The  Treasury  does  not  believe  it  is  necessary  or  desirable  to  require  the  estab¬ 
lishment  of  the  position  of  comptroller  in  all  agencies  regardless  of  the  need  or 
circumstances  which  might  prevail  in  a  particular  agency.  Such  action  would  be 
a  retrogressive  step  from  the  progress  already  made  in  the  direction  of  making 
the  heads  of  agencies  responsible  for  proper  internal  organization  and  alinement 
of  functions.  For  example,  Reorganization  Plan  No.  26  of  1950  places  such 
rseponsibility  on  the  Secretary  of  the  Treasury.  Therefore,  if  the  position  of 
comptroller  should  be  considered  necessary  or  desirable,  legislation  would  not  be 
necessary  to  establish  the  position  and  functions. 
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On  the  matter  of  financial  reporting,  it  is  not  clear  just  what  is  meant  by 
“comprehensive  reports,  other  than  purely  fiscal  reports”  which  the  bill  would 
require  the  Director  of  the  Bureau  of  the  Budget  to  prepare.  By  virtue  of  the 
nature  of  the  Treasury’s  operations  as  the  financial  department  of  the  Govern¬ 
ment,  it  is  the  source  of  a  great  deal  of  fiscal  data  and  the  focal  point  of  much 
of  the  Government’s  accounting.  Therefore,  it  is  not  only  logical  but  practical 
for  the  Treasury  to  be  the  operating  center  of  accounting  and  financial  reporting 
as  provided  for  in  the  Budget  and  Accounting  Procedures  Act  of  1950.  In  this 
connection,  the  Treasury  now  prepares  various  central  reports  pertaining  to 
receipts  and  expenditures,  the  status  of  appropriations,  the  public  debt,  foreign 
currencies,  assets  and  liabilities  of  executive  agencies,  long-range  commitments 
and  contingencies,  and  other  reports  having  to  do  with  the  Government’s  finances 
from  an  overall  standpoint.  There  appears  to  be  no  real  necessity  or  advantage 
to  make  the  Bureau  of  the  Budget,  which  is  essentially  a  staff  agency  of  the 
President,  an  operating  agency  instead  of  the  Treasury  in  this  respect. 

It  appears  that  the  duties  imposed  on  the  Assistant  Director  for  Accounting 
(in  the  Bureau  of  the  Budget)  by  section  2  (c)  would  overlap  the  present 
statutory  duties  and  authority  of  the  Comptroller  General  as  specified  in  the 
Budget  and  Accounting  Act,  1921,  Federal  Property  and  Administrative  Services 
Act,  1949,  Post  Office  Financial  Control  Act  of  1950,  and  Budget  and  Accounting 
Procedures  Act  of  1950.  Also,  as  the  bill  is  written,  section  1  (a)  would  over¬ 
lap  the  statutory  duties  of  the  Secretary  of  the  Treasury  regarding  financial 
reporting  as  specified  in  the  Budget  and  Accounting  Procedures  Act  of  1950  and 
other  laws.  It  seems  inevitable  that  enactment  of  the  bill,  without  clearing 
up  the  question  of  a  realinement  of  authority  and  responsibilities,  would  lead 
to  uncertainties  and  disputes  due  to  jurisdictional  conflicts — particularly  where 
the  General  Accounting  Office  as  an  agent  of  Congress  is  concerned.  The  Treas¬ 
ury  believes  that  the  various  executive  departments  and  agencies  should  not  be 
placed  in  the  position  of  not  knowing  precisely  to  what  central  authority  they 
must  look  in  the  matter  of  accounting  and  reporting  requirements. 

In  addition  to  these  fundamental  reservations,  the  Treasury  is  opposed  to 
those  provisions  of  section  2  (c)  which  would  require  the  Assistant  Director 
for  Accounting  to:  (a)  set  schedules  for  performance  of  functions  in  the  ad¬ 
ministrative  agencies  without  confining  the  functions  involved  to  accounting 
and  reporting;  and  (b)  to  assist  actively  in  the  selection,  training  and  retention 
of  capable  personnel  in  the  administrative  agencies,  which  is  viewed  as  an  in¬ 
fringement  on  the  responsibilities  of  such  agencies. 

The  Treasury  is  in  general  agreement  with  the  objectives  of  sections  1  (b), 
2  (b),  and  3  of  the  bill,  which  are  to  increase  congressional  and  executive  con¬ 
trol  over  expenditures.  These  sections  would  carry  out  eight  recommendations 
which  in  essence  are  : 

Recommendation  No.  2 

Agencies  should  make  annual  operating  reports  to  the  Bureau  of  the  Budget 
which  in  turn  should  report  to  the  President  on  performance  for  the  executive 
branch  as  a  whole. 

Recommendation  No.  3 

Cost  based  operating  budgets,  supplemented  by  performance  reports,  should 
be  used  internally  by  agencies. 

Recommendation  No.  If 

A  performance-type  executive  budget  should  continue  to  be  used  and  should 
be  adequately  supported  by  program  costs  and  accomplishment. 

Recommendation  No.  5 

Agencies  should  synchronize  their  organization  structures,  budget  classifica¬ 
tions  and  accounting  systems. 

Recommendation  No.  6 

Agency  budgets  should  be  formulated  and  administered  on  a  cost  basis. 
Recommendation  No.  IS 

The  allotment  system  should  be  greatly  simplified. 

Recommendation  No.  lJf 

Accounting,  budgeting,  and  financial  reporting  should  be  on  an  accrual  basis. 
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Recommendation  No.  16 

Agencies  should  install  monetary  property  accounting. 

Section  1  (c)  of  the  bill  would  carry  out  recommendation  No.  1  (b)  of  the 
Commission  that  qualified  employees  of  the  Bureau  of  the  Budget  be  placed  in 
important  agencies  as  working  contacts.  The  Bureau  of  the  Budget  already 
has  close  working  relationships  on  budgetary  matters  with  the  executive  agen¬ 
cies  and  the  Treasury  doubts  that  the  advantages  of  implementing  this  recom¬ 
mendation  would  warrant  the  added  expense. 

Section  4  of  the  bill  would  carry  out  recommendation  No.  17  of  the  Commission 
that  the  accounting  for  the  payment  of  old  claims,  under  each  appropriation 
title,  be  simplified.  Two  bills,  S.  3362  and  H.  R.  9593,  have  been  introduced  in 
the  Congress  to  implement  not  only  this  recommendation  but  also  recommenda¬ 
tion  No.  IS  of  the  Commission  to  simplify  the  payment  of  certified  claims.  The 
Treasury  collaborated  with  the  Bureau  of  the  Budget  and  the  General  Account¬ 
ing  Office  in  the  drafting  of  such  legislation. 

Section  5  (a)  (1)  of  the  bill  would  give  effect  to  recommendation  No.  20  of 
the  Commission  that  the  Bureau  of  the  Budget  and  the  General  Accounting- 
Office  make  a  study  with  the  view  to  eliminating  duplication  of  accounting  in 
the  Treasury  and  between  the  Treasury  and  other  agencies.  The  Treasury  is, 
of  course,  in  favor  of  the  elimination  of  duplication.  The  joint  accounting  pro¬ 
gram  is  dedicated  to  the  elimination  of  duplication  in  accounting,  and  related 
paperwork  and  procedures,  wherever  it  may  exist  in  or  between  agencies  of  the 
Government,  including  the  Treasury  Department.  Major  accomplishments  un¬ 
der  this  policy  are  described  in  the  annual  reports  of  progress  of  the  joint  pro¬ 
gram.  Hence,  the  Treasury  does  not  believe  that  additional  studies,  as  recom¬ 
mended  by  the  Commission,  are  necessary. 

Section  5  (a)  (2)  of  the  bill  would  carry  out  recommendation  No.  25  of  the 
Commission  that  the  Bureau  of  the  Budget  and  the  General  Accounting  Office 
make  a  study  to  determine  the  adequacy  of  internal  auditing  in  agencies.  The 
Treasury  would  have  no  objection  to  such  a  study. 

(Whereupon,  at  11 :  25  a,  m.,  the  subcommittee  recessed  to  reconvene 
at  10  a.  m.,  Tuesday,  March  27,  1956.) 
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TUESDAY,  MARCH  27,  1956 

United  States  Senate, 

Subcommittee  on  Reorganization, 
of  the  Committee  on  Government  Operations, 

Washington ,  D.  C . 

The  subcommitte  met,  pursuant  to  adjournment,  at  10 : 10  a.  m.,  in 
v  room  357,  Senate  Office  Building,  Washington,  D.  C.,  Senator  Stuart 
|  Symington,  presiding. 

Present :  Senators  John  F.  Kennedy,  chairman,  subcommittee, 
Democrat,  Massachusetts;  Stuart  Symington,  Democrat,  Missouri; 
Norris  Cotton,  Republican,  New  Hampshire;  Thomas  E.  Martin,  Re¬ 
publican,  Iowa. 

Also  present:  Miles  Scull,  Jr.,  professional  staff  member;  Glenn  K. 
Shriver,  professional  staff  member;  Mrs.  Kathryn  M.  Keeney,  cleri¬ 
cal  assistant. 

Senator  Symington.  The  subcommittee  will  come  to  order. 

At  the  request  of  the  chairman  during  his  absence  I  will  chair  the 
meeting.  We  will  resume  hearings  on  S.  3199,  to  implement  the 
Hoover  Commission  Recommendations  on  Budgeting  and  Accounting. 

The  first  witness  today  will  be  the  Honorable  W.  J.  McNeil,  As¬ 
sistant  Secretary,  Department  of  Defense. 

I  welcome  you,  Mr.  Secretary.  You  and  I  have  been  through  quite 
a  few  wars  together.  I  understand  you  are  accompanied  by  Mr. 
Howard  Bordner  and  Mr.  Maurice  Lanman,  of  the  Department  of 
Defense. 

Mr.  McNeil.  We  had  two  appearances  this  morning  on  almost  the 
t  same  legislation.  Mr.  Lanman  is  appearing  before  the  Dawson  com- 
/  mittee  and  will  come  over  here  later. 

STATEMENT  OF  HON.  W.  J.  McNEIL,  ASSISTANT  SECRETARY, 
DEPARTMENT  OF  DEFENSE  (COMPTROLLER) ;  ACCOMPANIED  BY 
HOWARD  W.  BORDNER,  DEPUTY  COMPTROLLER  FOR  ACCOUNTING 
POLICY 

Senator  Symington.  Do  you  have  a  prepared  statement  ? 

Mr.  McNeil.  I  have  a  prepared  statement  dealing  with  provisions 
that  affect  the  Department  of  Defense,  section  by  section. 

Senator  Symington.  Do  you  have  a  copy  of  it  ? 

Mr.  McNeil.  Yes,  sir.  I  think  we  have  an  extra  copy. 

Senator  Symington.  Would  you  like  to  read  this  statement  or 
would  you  like  to  file  it  for  the  record  ? 

Mr.  Bordner.  It  has  already  been  filed. 
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Senator  Symington.  It  has  been  filed  ? 

Mr.  McNeil.  Well,  I  think  it  has  been  filed,  but  not  entered  for  the 
record.  I  think  it  was  filed  with  the  staff. 

I  think  it  might  be  helpful,  Mr.  Chairman,  if  we  went  through  it 
section  by  section. 

(See  p.  211  for  statement  referred  to  by  Mr.  McNeil.) 

Senator  Symington.  What  did  you  say  ? 

Mr.  McNeil.  I  think  it  would  be  helpful  if  we  went  through  it  sec¬ 
tion  by  section. 

Senator  Symington.  All  right.  Proceed. 

Mr.  McNeil.  As  you  mentioned  a  moment  ago,  this  bill  covers  many 
recommendations  in  the  Hoover  Commission  Report  on  Budget  and 
Accounting.  It  covers  important  methods  and  procedures  in  the 
field  of  governmental  budgeting  and  accounting.  Most  of  the  proposed 
provisions  are  administrative  matters  which  could  be  handled  without 
legislation,  although,  I  think  we  all  agree,  when  enunciated  in  the 
law,  may  have  an  important  effect  on  expediting  desirable  improve¬ 
ments. 

In  the  comments  I  wish  to  make,  I  shall  deal  with  those  provisions 
which  touch  on  the  Department  of  Defense,  and  not  deal  with  those 
provisions  primarily  affecting  the  Bureau  of  the  Budget  and  the 
Comptroller  General. 

The  comments  that  we  submitted  to  the  staff  last  week  (see  p.  211), 
have  not  been  approved  by  the  Bureau  of  the  Budget.  They  do,  how¬ 
ever,  form  our  recommendatitons  and  our  thoughts  on  the  Hoover 
Commission  reports  which  were  filed  with  the  Bureau  of  the  Budget 
at  their  request  last  fall.  We  had  not,  up  to  the  last  week,  received 
any  comments  from  them,  so  we  filed  our  statement  exact as  we  had 
filed  it  with  them. 

I  understand  that  since,  they  have  felt  that  certain  of  our  thoughts 
require  perhaps  more  study  before  they  cared  to  completely  coordinate 
the  views  of  the  Bureau  of  the  Budget  and  the  Department  of  Defense. 

Senator  Symington.  Let  me  get  that  straight. 

Are  there  some  things  in  your  position  that  the  Bureau  says  it  did 
not  approve,  or  have  they  modified  your  position  ? 

Mr.  McNeil.  I  do  not  know  that  they  disagree  or  that  they  disap¬ 
prove.  They  just  said  that  they  had  not  had  time  to  evaluate  certain 
of  the  thoughts  that  we  wished  to  express. 

Senator  Symington.  I  see. 

Mr.  McNeil.  It  is  not  a  flat  disagreement. 

Senator  Symington.  There  is  no  disagreement  that  you  know  of? 

Mr.  McNeil.  No  ;  not  a  flat  disagreement.  There  may  be  a  differ¬ 
ence  of  interpretation  or  a  different  wording  or  something  of  that 
kind. 

Senator  Symington.  I  see. 

Mr.  McNeil.  First,  1  will  take  up  section  1  (b)  of  the  bill  (S.  3199).* 
which  would  amend  section  216  of  the  Budget  and  Accounting  Act  to 
require  the  use  of  cost-based  budgets  in  each  department  and  establish¬ 
ment  and  their  subordinate  units  for  purposes  of  administration  and 
operation,  including  fund  control.  It  would  also  require  the  use  of 
cost-based  budgets  in  all  requests  for  regular,  supplemental,  or  de¬ 
ficiency  appropriations  which  are  submitted  to  the  Bureau  of  the 
Budget. 
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Senator  Symington.  Now,  when  you  say  “cost-based  budgets,”  Mr. 
Secretary,  what  do  you  mean  by  that  ? 

Mr.  McNeil.  In  the  following  3  or  4  paragraphs,  I  will  attempt  to 
explain  our  view. 

Senator  Symington.  You  will  define  what  you  mean  by  a  cost-based 
budget  ? 

Mr.  McNeil.  Yes,  sir;  because  there  has  been  a  considerable  mis¬ 
understanding,  I  think,  as  to  what  cost-based  budgets  mean  and  how 
they  would  apply  to  our  operations. 

Senator  Symington.  My  question  was  just  due  to  ignorance  of  how 
you  are  using  the  term. 

Mr.  McNeil.  I  will  attempt  to  bring  it  out,  sir. 

Senator  Symington.  Fine. 

Mr.  McNeil.  We  believe  the  use  of  cost-based  budgets  on  the  basis 
outlined  hereinafter  is  desirable.  Loose  application  of  this  concept  as 
advocated  by  many  without  knowledge  of  Government  requirements 
and  without  Government  management  experience,  could,  we  believe, 
lead  to  many  difficulties. 

Senator  Symington.  Now,  when  you  say  that,  just  as  long  as  I  am 
following  you,  the  cost-based  budget  idea  is  in  the  bill.  As  I  get  it, 
what  you  are  saying  there  is  that  if  it  is  used  properly,  it  might  be 
all  right,  but  if  it  is  used  improperly  it  might  be  very  dangerous;  is 
that  right  ? 

Mr.  McNeil.  That  is  correct,  sir. 

Senator  Symington.  All  right. 

Mr.  McNeil.  Either  cumbersome  or  dangerous,  or  just  would  not 
help  to  get  our  job  done. 

It  should  be  clearly  understood  that  the  use  of  cost-based  budgets 
should  not  result  in  eliminating  the  requirement  for  budgeting  for 
expenditures  and  for  obligational  authority  to  be  provided  to  an 
agency,  by  appropriation  or  otherwise,  in  order  to  incur  obligations 
in  advance  of  incurring  costs.  The  Department  of  Defense  acquires 
a  great  deal  of  materiel  and  undertakes  construction  under  long-term 
contracts  far  in  advance  of  expenditures  or  delivery  of  materiel. 
While  it  might  not  be  necessary  to  point  this  out,  there  are  some  who 
in  urging  the  use  of  cost-based  budgets,  have  not  fully  recognized  the 
requirement  for  operating  within  appropriation  limitations  based 
upon  necessary  financial  authority  for  obligations  to  be  incurred  in 
advance  of  costs.  Some  have  also  seemed  to  indicate  that  there  is  a 
basic  conflict  between  budgets  based  on  cost  and  those  based  on  re¬ 
quirements  for  obligational  authority.  Actually  there  should  be  no 
conflict.  Obligational  authority  should  be  requested  and  provided 
in  terms  of  cost,  even  though  the  cost  impact  will  be  in  future  fiscal 
periods.  Likewise,  fund  control  within  an  agency  must  be  based 
upon  granting  obligational  authority  to  subordinate  units,  that  is, 
to  field  commands,  and  so  forth,  so  that  they  can  have  authority  to 
operate. 

While  we  note  no  feature  in  the  bill  which  would  change  the  present 
concepts  of  providing  obligational  authority  to  departments  and 
agencies  through  appropriations,  nor  which  would  revise  existing 
laws  with  respect  to  the  administrative  control  of  obligations  within 
appropriation  authority  provided  by  Congress,  we  believe  the  bill 
might  have  been  worded  to  indicate  more  clearly  that  no  such  changes 
are  intended.  Moreover,  we  believe  it  would  be  helpful  if  this  pro- 
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posed  revision  of  section  216  were  to  contain  an  additional  definition 
of  what  is  meant  by  the  cost  basis  of  budgets. 

For  example,  in  the  case  of  some  programs,  cost  means  “acquisition 
costs,”  as  in  the  case  of  construction  of  public  works,  and  procurement 
and  production  of  materiel.  In  the  case  of  operating  and  adminis¬ 
trative-type  programs  it  means  to  us,  at  least,  cost  of  goods  and  services 
consumed.  However,  it  should  generally  be  understood  that  cost  of 
depreciation  of  facilities  procured  under  appropriations  would  not  be 
included  as  an  operating  cost  by  activities  utilizing  such  facilities, 
except  as  otherwise  authorized  by  law,  as  in  the  case  of  revolving  funds 
where  the  acquisition  of  capital  assets  is  financed  by  such  funds  and 
depreciation  is  permitted  to  be  charged  as  a  cost  of  the  goods  or  serv¬ 
ices  sold  by  the  activities  operated  under  such  funds. 

Senator  Symington.  Now,  let  me  interrupt  you  there,  if  I  may, 
Mr.  Chairman. 

I  have  been  interrupting  as  he  goes  along. 

Senator  Kennedy  (presiding).  Yes. 

Senator  Symington.  You  say  in  the  case  of  some  programs,  “cost” 
means  acquisition  cost,  as  in  the  construction  of  public  works. 

Now,  you  would  have  to  commit  beyond  a  year  in  the  way  of  obliga¬ 
tions  before  a  contractor  would  build  a  building ;  is  that  not  correct  ? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  I  am  beginning  to  see  now  what  you  mean  by 
the  term  “cost-based  budget.”  A  cost-based  budget  in  the  case  of  a 
building  like  the  Pentagon  Building,  which  took  years  to  build,  would 
be  purely  theoretical,  would  it  not,  because  your  contractor  would  not 
start  unless  the  money  had  been  appropriated  ? 

Mr.  McNeil.  That  is  correct. 

Senator  Symington.  Is  that  an  analysis  of  it? 

Mr.  McNeil.  In  other  words,  we  must  have  authority  from  the  Con¬ 
gress,  definitely  committed,  before  a  contractor  would  start  to  build  a 
building,  a  ship,  an  aircraft,  or  anything  else. 

Senator  Symington.  And  that  being  true,  would  this  bill,  in  your 
opinion,  result  in  the  contractor’s  either  being  hesitant,  reticent,  or 
refusing  to  take  the  work  ? 

Mr.  McNeil.  We  think  it  is  fuzzy,  and  could  definitely  give  that 
impression - 

Senator  Symington.  I  see. 

Mr.  McNeil  (continuing).  Although  in  theory,  the  cost-based 
budget  is  all  right  if  we  clearly  understand  what  is  intended,  what  we 
are  really  trying  to  accomplish  by  it. 

Senator  Symington.  I  see. 

Mr.  McNeil.  But  we  have  to  have  a  clear  understanding.  In  the 
type  of  materiel  you  just  mentioned,  ships,  aircraft,  and  construction, 
we  cannot  do  away  with  the  obligation  side,  that  is,  the  authority 
granted  us  for  long-term  commitments  to  get  those  things  done.  We 
do  have  to  measure  costs ;  yes.  The  obligational  authority  is  granted 
us  on  the  bases  of  anticipated  costs  of  acquisition,  how  much  a  100 
aircraft  will  cost,  this  ship,  or  this  base,  or  these  facilities. 

But  in  the  case  of  administrative-type  functions — housekeeping, 
maintenance,  and  operation  of  bases,  the  maintenance  and  operation  of 
equipment — we  consider  the  application  of  costs  to  be  the  cost  of  con¬ 
sumption  of  the  gasoline,  spare  parts,  and  labor  necessary  to  keep  the 
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thing  moving  for  that  particular  year.  But  that  is  a  cost  of  consump¬ 
tion  and  should  not  be  dealt  with  in  the  same  way  as  a  cost  of  acqui¬ 
sition. 

Senator  Symington.  While  we  are  in  this  point  right  now,  it  came 
up  before,  Mr.  Bordner — there  was  a  time,  I  believe,  when  the  pur¬ 
chase  of  long-term  procurement  items  of  one  service  was  different 
from  the  other  two.  Is  that  now  all  equalized  ? 

Mr.  McNeil.  Essentially.  We  have  most  of  the  heavy  procure¬ 
ment  in  Air  Force,  Army,  and  Navy  essentially  on  the  same  basis. 
Navy,  who  did  have  certain  advantages  in  continuing  types  of  appro¬ 
priations,  now  is  a  little  bit  behind  the  other  two  in  making  certain 
advances  in  this  area. 

Senator  Symington.  I  am  only  asking  for  information.  I  would 
not  object  to  the  other  way.  As  I  understood  it  in  the  past,  once  a 
keel  was  laid  you  did  not  have  to  come  back  for  a  further  appropria¬ 
tion. 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  If  there  was  any  increase  in  cost,  you  simply 
billed  the  Treasury  for  that  increase? 

Mr.  McNeil.  As  to  major  items  of  equipment,  whether  it  be  tanks, 
fire  control,  radar,  aircraft,  or  ships,  the  practice  has  been,  since  about 
1952  or  1953,  to  finance,  at  the  time  the  Congress  acts,  the  completion 
of  the  article  or  number  of  articles  in  all  three  services.  It  has  helped 
us  very  much  in  doing  a  better  job. 

Senator  Symington.  So  what  you  have  done  since  I  left  the  Penta¬ 
gon,  is  to  have  equalized  all  the  way  through  all  of  the  services;  is  that 
correct  ? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  What  would  be  fair  for  one  would  be  fair  for 
all;  right? 

Mr.  McNeil.  Right.  As  to  that  phase  of  financing,  it  is  equal  for 
all ;  and  that  is,  anything  that  is  bought  today  in  all  three  services 
is  financed  in  full  by  the  Congress  when  we  go  ahead,  even  though, 
perhaps,  the  contract  for  parts  of  a  vessel,  parts  of  aircraft,  or  parts 
of  the  construction  may  not  be  placed  under  contract  until  the  fol¬ 
lowing  year. 

We  still  have  the  credit  provided  in  full  by  Congress  to  complete 
the  article. 

Senator  Symington.  Now,  just  to  make  the  record  clear,  I  do  be¬ 
lieve  that  if  there  is  an  increase  in  the  cost  of  all  items,  that  that  should 
be  brought  back  for  approval  by  the  Congress;  otherwise,  in  effect, 
there  would  be  a  delegation  of  the  appropriation  powers  from  the 
Congress.  Is  that  your  opinion? 

Mr.  McNeil.  I  think  so. 

Senator  Symington.  I  am  not  getting  in  the  case  of  revolving  funds, 
now. 

Mr.  McNeil.  No.  I  understand. 

Senator  Symington.  Right. 

Mr.  McNeil.  I  think  that  is  correct,  sir.  To  say,  increase  fuel  ca¬ 
pacity  of  an  airplane  from  3,000  to  3,100  gallons,  for  example,  I  doubt 
if  that  is  the  kind  of  administrative  problem  that  should  be  brought 
back  to  Congress  for  clearance. 

Senator  Symington.  I  agree. 
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Mr.  McNeil.  But,  if  you  were  changing  the  character,  certainly,  if 
you  were  changing  a  destroyer  from  an  ordinary  type  to  a  guided- 
missile  type  which  costs  considerably  more,  I  think  that  is  a  matter 
that  has'to  come  back  and  be  discussed  with  our  board  of  directors. 

Senator  Symington.  Yes.  And  going  to  the  other  side  of  that, 
however,  if  you  followed  this  term  ‘‘cost-based”  to  what  you  might 
call  a  theoretical  conclusion,  even  though  you  made  certain  specific 
reservations,  for  example,  for  ships  or  for  bombers,  you  might  find 
yourself  without  adequate  spare  parts,  might  you  not? 

Mr.  McNeil.  You  could.  But,  as  in  most  of  these  systems,  you  just 
have  to  work  at  it  to  make  them  work. 

Senator  Symington.  All  right.  Thank  you. 

Mr.  McNeil.  Therefore,  we  would  suggest  the  committee  consider 
the  following  clarifying  amendments  to  the  proposed  bill  as  suggested 
for  consideration : 

1.  Change  the  last  sentence  under  section  216  (a)  to  add  the  itali¬ 
cized  clause : 

Fund  allocations  within  the  departments  and  establishments  shall  be  made  on 
the  basis  of  such  cost  budgets,  considering  the  lead  time  which  must  he  allowed 
in  incurring  obligations  in  advance  of  incurring  costs. 

Senator  Kennedy.  May  I  just  ask  one  question  about  that?  It 
seems  to  me  that  in  considering  the  lead  time  which  must  be  allowed  in 
incurring  obligations  in  advance  of  incurring  costs,  that  would  well 
limit  the  effectiveness  of  the  amendment.  I  doubt  if  it  would  change 
very  much  existing  procedures,  would  it,  if  you  interpret  that  amend¬ 
ment  to  the  full  ? 

Mr.  McNeil.  There  are  many  existing  procedures,  Mr.  Chairman, 
that  I  think  have  to  be  kept  in  the  system.  Frequently,  as  I  mentioned 
just  before  you  came  in,  I  think  there  has  been  a  great  deal  of  loose 
talk  about  cost  budgets  and  accruals,  and  so  forth.  And,  therefore, 
we  have  to  have,  I  believe,  an  understanding  of  what  the  cost  basis  of 
budgeting  is. 

I  think  they  have  to  be  divided  in  two  rather  clean-cut  categories : 
One  category  which  is  based  on  acquisition  cost  for  materiel  which 
takes  a  long  time  to  produce ;  and  the  second  category,  such  as  the 
housekeeping  or  day-to-day  operations  of  posts,  camps,  stations,  and 
equipment,  in  which  case  costs  should  be  the  costs  of  consumption,  of 
labor  and  material. 

But  you  cannot,  I  think,  just  talk  about  costs  alone,  because  we  must 
have,  as  Senator  Symington,  I  think,  very  clearly  brought  out  a 
moment  ago,  some  mechanism  in  which  Congress  provides  the  au¬ 
thority  with  which  we  make  these  long-term  commitments  for  air¬ 
craft,  ships,  tanks,  radar,  and  so  forth.  We  must  have  that. 

Senator  Kennedy.  Someone  said  the  other  day  that  if  Congress 
gave  the  authorization,  that  that  would  be  sufficient  protection  for  a 
contractor  in  comparison  to  what  we  have  now,  because  I  made  the 
point  that  the  Defense  Department  can  cancel  a  contract  by  paying 
liquidating  costs. 

Can  you  cancel  out  a  5-year  contract  at  the  end  of  the  year,  today, 
in  the  Defense  Department  ? 

Mr.  McNeil.  Yes ;  it  can  be  done,  Senator. 

Senator  Kennedy.  You  made  the  point  that  a  contractor  would  not 
be  any  worse  off  than  he  is  today  when  those  contracts  can  be  canceled. 
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than  he  would  be  under  this  arrangement  if  he  were  given  the  authori¬ 
zation  and  money  for  the  first  year.  Then  if  the  Congress  wanted  to, 
theoretically,  it  could  cancel  it.  But  so  can  the  Defense  Department 
today,  once  it  pays  the  liquidating  costs. 

So  I  do  not  really  see  in  these  long-term  contracts  how  a  contractor 
would  be  any  worse  off,  and  Congress  might  be  better  off  in  controlling 
the  funds. 

Do  you  see  what  I  mean  ? 

Senator  Symington.  Yes. 

Mr.  McNeil.  I  believe  I  do,  sir.  First,  of  course,  this  bill  only 
covers  costs  and  does  not  cover  the  whole  problem  of  how  you  would 
handle  your  advance  authority,  such  as  authorizing  contracting  author¬ 
ity  for  such  things,  nor  how  it  would  be  provided. 

That  problem  came  up  several  years  ago,  because  this  cost-based 
budgeting  has  been  a  subject  that  has  been  discussed  for  a  good  many 
years. 

That  leads  next  to  the  problem  of  appropriating  on  an  expenditure 
basis,  that  is,  appropriating  in  a  given  year  just  with  a  department  or 
agency  would  be  expected  to  spend,  to  write  checks  for  that  year. 

Now,  some  people  would  construe  cost-based  budgeting  as  fitting  into 
our  present  structure.  Others  would  construe  it  as  meaning  that  you 
would  appropriate  only  what  you  were  going  to  spend  this  year.  Do 
you  see  what  I  mean  ? 

Senator  Kennedy.  Yes. 

Mr.  McNeil.  That  is  why  T  say  there  has  been  a  lot  of  loose  talk 
about  cost  budgets,  without  commencing  to  pin  it  down  and  define  what 
is  meant. 

Now,  if  the  Congress  chose  to  appropriate  on  an  expenditure  basis— 
that  is  just  what  we  would  be  expected  to  spend  in  a  given  year — we 
could  make  that  system  work.  It  would  take  time  to  install  it.  But 
if  we  did,  we  would  have  to  go  back  and  establish  some  kind  of  struc¬ 
ture,  very  much  as  we  have  today,  in  order  to  authorize  us  to  buy  so 
many  aircraft,  so  many  ships,  so  many  tanks,  and  to  authorize  us  to 
keep  so  many  people  and  to  operate  so  many  posts,  camps,  and  stations 
at  about  a  given  price ;  then  in,  say,  part  2  of  the  bill  each  year  provide 
the  cash  we  would  spend  in  that  year  alone.  But  it  means  virtually 
a  new  structure. 

Senator  Symington.  Just  following  the  chairman’s  thought,  I  think 
the  point  is  pretty  well  taken,  is  it  not,  that  if  you  pay  a  cancellation 
charge  on  a  cancellation  today,  you  can  pay  a  profit  on  that  can¬ 
cellation  charge  under  the  law? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  So  the  manufacturer  might  like  to  see  the 
money  appropriated,  but  whether  the  program  is  changed  either  by 
the  executive  branch  of  the  Government  or  the  Congress,  he  is  in  as 
good  a  position  as  he  would  be,  either  way.  In  other  words,  you 
might  have  a  case  where  you  did  not  want  to  build  a  particular  plane 
or  ship,  in  which  case  you  would  cancel  out,  on  either  basis.  Then 
you  might  have  the  Congress  utilize  its  rights  under  the  Constitution 
to  change  its  opinion  as  to  whether  you  did  or  did  not  need  a  certain 
device,  a  situation  which  comes  up  all  the  time  in  some  of  the  sub¬ 
committees  of  the  Congress. 

Mr.  McNeil.  Yes. 
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Senator  Symington.  Let  us  say,  for  example,  if  it  were  decided  you 
do  not  need  a  base.  Following  the  chairman’s  question,  the  contrac¬ 
tor  is  just  as  well  otf  under  the  way  that  the  bill  is  now  reported  as 
he  would  be  with  this  change.  Is  that  correct? 

Mr.  McNeil.  I  do  not  believe  so,  sir,  unless  you  added  something 
to  the  bill  which  in  effect  said  that  all  such  long  lead-time  authority 
was  going  to  be  provided,  or  lead-time  authorization  was  going  to  be 
provided  in  the  form  of,  let  us  say,  contract  authority. 

First,  I  should  think  Congress  would  want  that  themselves,  be¬ 
cause — 

Senator  Symington.  Would  want  what? 

Mr.  McNeil.  I  beg  your  pardon? 

Senator  Symington.  What  would  Congress  want  ? 

Mr.  McNeil.  To  have  a  measure  of  the  commitments  or  obligations 
we  were  creating  for  the  Government.  For  example - 

Senator  Symington.  They  would  know  the  total  dollar  amount 
that  was  involved  in  the  production  of  a  bomber  or  carrier.  But  it 
seems  to  me  that  they  have  a  closer  right  of  review — I  have  never 
really  thought  about  it  this  way  until  Senator  Kennedy  asked  the 
question — they  would  have  a  closer  right  of  review  if  each  time  they 
had  a  chance  to  look  year-by-year,  in  effect,  the  same  opportunity  that 
the  Defense  Department  itself  and  the  Bureau  of  the  Budget  in  the 
executive  branch  have  year-by-year ;  is  that  not  true  ? 

Mr.  McNeil.  Yes,  sir.  But  if  I  may  go  back  just  one  step,  if  we 
consider  the  cost,  basis  of  budgeting  to  be  the  appropriation  each 
year  of  just  what  the  agency  was  expected  to  spend,  that  will  work, 
providing  some  other  things  are  done.  If  we  consider  the  cost  basis 
of  budgeting  for  materiel,  that  of  financing  or  authorizing  the  full 
acquisition  costs  at  one  time,  that  means  what  wTe  are  doing  today. 

What  I  am  trying  to  do  is  clear  up  the  different  definitions  of  the 
cost  basis  of  budgeting. 

Now,  going  to  the  question  that  Senator  Kennedy  brought  up  a 
moment  ago,  if  Congress  chose  to  finance  activities  of  Departments — 
and  I  am  speaking  specifically  of  the  Department  of  Defense— by 
appropriating  each  year  just  what  we  were  expected  to  spend,  or 
write  checks  for,  we  would  have  some  mechanism  in  addition  each 
year  which  authorized  us  to  buy  so  many  aircraft  for  so  much  money, 
so  many  ships,  so  many  tanks,  and  so  much  materiel  to  be  delivered 
in  the  future,  also,  authorize  us  to  employ  so  many  people  to  oper¬ 
ate  so  many  posts,  camps,  and  stations  up  to  a  limit  of,  let  us  say,  so 
many  dollars  for  the  ensuing  year. 

In  effect,  when  I  was  asked  by  Senator  Byrd  to  present  such  a  plan 
in  January  1953  (see  p.  92),  we  had  given  some  thought  to  it  back  in 
the  late  forties  and  early  fifties  because  we  thought  sometime  there 
might  be  an  urge  to  go  to  an  expenditure  basis  of  budgeting;  that  is, 
to  appropriate  only  the  amounts  to  be  spent  in  a  year.  And  the  system 
we  thought  we  could  work  out  that  would  be  practicable,  but  which 
would  take  some  time  to  install,  would  be  that  each  year  Congress 
would  authorize  us  to  operate  at  a  certain  level,  and  it  would  have  to  be 
measured  in  dollars  when  you  got  it  at  posts,  camps,  and  stations, 
and  maintenance. 

It  would  authorize  us  in  terms  of  dollars  how  many  ships,  aircraft, 
and  radar  we  would  buy. 
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Now,  perhaps  none  of  that  new  authorization  would  be  spent  that 
year,  or  very  little  of  it  in  the  first  year.  You  would  have  to  author¬ 
ize  us  to  do  it  in  the  form  of - 

Senator  Symington  (presiding).  I  think  you  are  detailing  me  a 
little  bit  now  on  this. 

Mr.  McNeil.  A  bit.  But  it  is  rather  important,  I  think,  sir. 

Senator  Symington.  Incidentally,  may  I  interrupt  you  just  a  min¬ 
ute?  Senator  Cotton  and  Senator  Martin,  we  are  conducting  these 
hearings  with  my  old  friend,  Secretary  McNeil,  on  a  very  informal 
basis.  If  there  are  any  questions  that  you  would  like  to  ask  at  any 
time,  as  we  discuss  this,  I  hope  you  will  feel  free  to  do  so. 

Senator  Cotton.  Thank  you,  Senator.  I  might  do  that. 

Senator  Symington.  Any  time. 

Mr.  McNeil.  I  do  not  want  to  get  into  too  much  detail  here — but 
in  effect,  Congress,  in  order  to  have  control  and  also  to  give  us  assur¬ 
ance  and  contractors  assurance  that  any  program  we  embarked  on, 
would  carry  with  it  through  some  mechanism,  authority  to  procure, 
let  us  say,  $12  billion  or  $14  billion  worth  of  merchandise  in  future 
years;  then  as  a  second  step  each  year,  provide  so  much  cash,  which 
would  be  the  measure  of  checks  we  would  write  in  that  year.  That 
system  could  be  made  to  work.  It  would  take  a  year  or  two  to  install 
it,  but  it  would  work.  But  it  would  involve  contract  authority  of 
some  kind. 

As  to  contract  authority,  that  subject  has  been  discussed  almost 
every  year  by  the  House  Appropriations  Committee.  At  least  since 
late  1949  or  1950.  At  one  time  they  used  to  \  rovide  in  their  bills  so 
much  cash  and  so  much  contract  authority.  That  is  a  messy  kind  of 
business  to  provide,  say,  just  10  percent  cash  and  the  balance  contract 
authority.  It  is  one  thing  that  got  us  into  difficulty  in  all  departments. 

So  I  think  that  any  system  you  chose  should  be  clean,  all  cash,  or  all 
contract  authority,  ancl  then  all  cash  to  liquidate. 

The  House  committee  felt — and  I  would  say  hours  were  spent  in 
discussing  this — that  the  contract  authority  system  was  wasteful. 
That  was  their  conclusion,  and  it  is  one  reason  they  began  in  1949  or 
1950  to  start  appropriating  all  of  the  money  to  complete  a  certain 
group  of  aircraft,  a  certain  number  of  ships,  or  a  certain  number  of 
radar  or  tanks. 

Senator  Symington.  Regardless  of  whether  or  not  they  needed  the 
money  in  the  year  in  question  ? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  How  did  they  justify  that  opinion? 

Mr.  McNeil.  First,  they  felt  that  the  subcommittee  itself  would 
scrutinize  the  shopping  list  more  thoroughly  if  it  required  more 
appropriations,  instead  of  really  considering  as  part  of  the  then  cur¬ 
rent  budget  only  the  downpayment  in  saying,  “We  will  give  you  10 
percent  cash  down  and  the  rest  is  contract  authority,  and  we  will 
make  it  up  in  future  years.”  That  was  perhaps - 

Senator  Symington.  Say  that  again.  I  did  not  quite  follow  you. 

Mr.  McNeil.  Well,  they  felt  that  there  was  a  tendency  bo'  h  foi 
the  Department  to  ask  and  the  Congress  to  grant  amounts  under  the 
contract  authority  principle  which  they  would  not  consider  as  lightly 
if  they  provided  cash.  In  other  words,  when  they  asked  for  cash, 
they  really  got  serious  about  the  business. 
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Senator  Symington.  Is  that  an  argument  for  the  cost-based  budget  ? 

Mr.  McNeil.  No.  It  is - 

Senator  Symington.  In  other  words,  let  me  put  it  to  you  this  way: 
One  of  the  biggest  criticisms  in  recent  years  has  been  the  length  of 
lead  time.  And  as  you  know,  there  has  been  a  tremendous  emphasis 
not  only  in  the  Congress  and  the  departments,  but  in  the  press  itself 
on  the  amount  of  appropriations,  which  I  am  sure  we  both  agree  is  not 
nearly  as  important  as  expenditures  incident  to  obligations;  right? 

Mr.  McNeil.  Yes. 

Senator  Symington.  Now,  there  was  a  statement  that  the  lead 
times  were  much  too  long.  I  remember  some  of  them  ran  as  long  as 
36  months  on  planes. 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  And  I  believe  that  one  of  the  positions  taken 
by  the  Department  when  I  first  came  to  the  Senate  was  that  those 
lead  times  could  be  materially  shortened  without  affecting  the  delivery 
of  planes. 

Mr.  McNeil.  As  a  matter  of  fact,  they  have  been  shortened  con¬ 
siderably,  and  I  think  manufacturers  with  a  little  less  backlog  perhaps 
are  doing  a  little  better  job  producing. 

Senator  Symington.  Actually,  a  lead-time  plane  has  nothing  what¬ 
ever  to  do  with  shipments  and  expenditures  unless  the  lead  time  is 
cut  too  much;  right? 

Mr.  McNeil.  That  is  correct,  sir.  If  it  is  cut  too  much,  then  it  could 
delay  it. 

Senator  Symington.  Now,  however,  it  seems  to  me  that  that  justifi¬ 
cation  for  lead  time  was  based  on  the  fact  that  if  you  had  those  long 
lead  times,  you  might  get  relatively  casual  with  respect  to  your  pro¬ 
graming  and  your  production  at  the  expense  of  the  taxpayers. 

Mr.  McNeil.  Yes. 

Senator  Symington.  And  I  am  just  thinking  that  maybe  the  same 
thing  would  be  true  here,  that  this  bill,  this  cost-based  budget  con¬ 
cept,  would  also  give  you  a  closer  check  on  money  from  the  standpoint 
of  the  contractor  himself,  that  he  would  know  what  he  was  doing  was 
going  to  be  periodically  reviewed,  not  only  by  the  administration  and 
executive  branch,  but  also  by  the  Congress.  Do  you  see  what  I  am 
trying  to  say  ? 

Mr.  McNeil.  Yes,  I  do. 

Senator  Symington.  It  is  a  closer  control,  you  might  say;  it  is  a 
closer  control  through  management-cost  control. 

Mr.  McNeil.  Well,  first,  I  did  not  intend  to  convey  the  impression 
that  I  was  against  a  cost-based  budget.  I  wanted  to  understand  and 
I  thought  it  would  be  helpful  if  we  all  understood  what  a  cost-based 
budget  was,  and  next  I  thought  that  if  we  were  to  adopt  a  cost  basis, 
and  understood  what  it  was,  then  we  had  to  go  one  step  further  than 
this  bill  calls  for,  and  outline  the  machinery,  the  mechanism  or  the 
system  by  which  would  be  granted  the  authority  to  make  commitments 
for  the  long-term  lead-time  items,  because  before  our  Department 
could  place  orders  for  aircraft,  ships  or  any  other  equipment,  they 
will  have  to  have  the  authority  from  Congress  in  one  form  or  another, 
either  in  contract  authority  or  in  cash. 

I  would  urge  that  whichever  is  done,  whether  it  is  contract  authority 
or  cash,  that  it  be  clean,  one  system :  all  contract  or  all  cash,  and  not 
just  half  and  half. 
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Senator  Symington.  And  that  is  a  cost-based  budget? 

Mr.  McNeil.  Yes,  in  the  case  of  long  lead-time  materiel  it  would 
be.  It  budgets  based  on  acquisition  cost. 

Senator  Symington.  Yes. 

Mr.  McNeil.  So  you  either  provide  all  the  money  to  buy  a  certain 
number  of  aircraft,  complete,  in  a  year,  or  you  provide  contract  au¬ 
thority  for  these  same  200  aircraft,  let  us  say,  but  not  have  it  part 
cash  and  part  contract.  I  would  urge  that  we  never  get  into  that 
again. 

Senator  Symington.  On  the  other  hand,  if  you  are  going  to  estab¬ 
lish  a  price,  you  have  got  to  have  an  obligational  authority. 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  You  establish  a  price  based  on  a  quantity  of  200,. 
if  you  are  going  to  make  50  a  year,  and  not  a  price  based  on  50.  Other¬ 
wise  you  would  not  get  anything  like  the  price  that  you  would  with 
a  contract  for  200.  On  the  other  hand,  if  your  budget,  per  se,  was 
on  the  basis  of  cost,  you  would  request  of  the  Congress  contractual 
authority  for  200  planes,  but  an  expenditures  budget  that  would  cover 
only  50  planes,  because  you  would  only  want  that  amount  of  money 
in  the  year  in  question  in  order  to  pay  up  the  bills. 

Mr.  McNeil.  That  is  correct. 

Senator  Symington.  Or,  in  other  words,  pay  for  your  shipments. 

Now,  you  say  that  that  system  would  not  work? 

Mr.  McNeil.  That  system  will  work.  That  system  will  work  if 
we  adopt  it  complete  across  the  board,  taking  the  thousands  of  items 
that  we  buy  and  applying  that  principle  to  all  of  them,  but  providing 
contract  authority  for  the  whole  200  aircraft  as  well  as  other  such 
materiel  and  then  cash  for  whatever  would  be  needed  for  expenditure 
that  year,  but  if  it  were  to  be  done  the  whole  system  should  be  put  on 
that  basis. 

And  that  is  the  principle,  really,  that  we  outlined  in  the  plan  that 
I  mentioned  a  minute  ago.  We  submitted  this  to  Senator  Byrd  in 
1953  when  he  was  interested  in  what  could  be  done  if  Congress  con¬ 
sidered  appropriating  on  an  expenditure  basis.  It  would  take  a  little 
time  for  the  departments  to  gear  themselves  to  it. 

I  think  there  would  be  advantages  to  that  system  if  the  change  were 
complete.  But  speaking  only  of  a  cost  basis  of  budgeting,  as  is  the 
case  in  this  bill,  I  think  you  have  to  go  much  further  if  you  want  to 
apply  or  install  such  a  different  principle  in  a  new  system.  That  is 
all  I  am  urging. 

Senator  Symington.  I  am  asking  these  questions  purely  for  infor¬ 
mation.  Assuming  that  you  went  to  a  cost-basis  budgeting,  with 
obligational  authority,  but  the  actual  appropriation  only  in  theory 
enough  to  carry  your  expenditures  from  the  standpoint  of  your  re¬ 
ceived  shipments,  I  can  see  what  would  happen  under  this  bill  if  you 
got  more  money  than  you  needed,  because  engineering  changes,  for 
example,  held  up  a  ship  or  a  plane ;  you  would,  as  I  understand  it,  give 
it  back  to  the  Treasury.  But  suppose  that  due  to  reasons  incident  to 
world  conditions  or  better  production,  you  needed  more  money ;  would' 
you  handle  that  in  a  supplemental? 

Mr.  McNeil.  We  would  have  to. 
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Senator  Symington.  You  would  have  to  handle  that  in  a  supple¬ 
mental.  It  would  have  to  be  to  a  certain  extent,  an  emergency  situa¬ 
tion  ;  would  it  not  ? 

Mr.  McNeil.  In  the  same  way  if  you  speeded  up  some  other  item 
that  was  under  contract,  you  would  still  have  to  do  it. 

Senator  Symington.  For  example,  if  you  needed  more  spare  parts 
as  an  addendum  to  an  original  order,  because  of  failures  of  any  type 
of  part,  then  you  would  have  to  handle  that  in  a  supplemental ;  right  ? 

Mr.  McNeil.  That  is  right,  sir. 

In  the  past  I  think  the  Government  has  devoted  too  much  attention 
to  the  obligation  side  of  the  picture  and  not  enough  to  the  cost.  There 
is  no  question  of  that.  But  at  the  present  time,  there  is  a  great 
tendency  on  the  part  of  some  to  think  only  of  costs  and  never  of  the 
obligation  side.  I  think  that  to  fail  to  emphasize  either  would  be 
dangerous  both  for  the  Congress  and  for  the  department. 

I  certainly  want  to  see  business  management  in  Government. 
However,  many  things  that  a  business  has  to  do  because  of  taxation 
and  what  not  are  not  applicable  to  the  Government.  Therefore,  I 
think  if  we  can  put  good  business  principle  into  Government  work, 
but  not  necessarily  try  to  make  Government  machinery  exactly  like 
business,  we  will  make  more  progress. 

Senator  Symington.  I  agree  with  you  entirely. 

Mr.  McNeil.  Frequently  we  have  tried  to  tap  all  the  available 
talent  in  business  management,  accountants  and  everything  else,  in 
order  to  help  solve  our  problem.  In  fact,  when  you  were  Secretary, 
you  know  we  were  busy  then,  and  we  still  are,  trying  to  get  ideas  that 
will  get  us  a  better  business  management  in  Government. 

But  frequently,  people  who  have  worked  solely  on  business  account¬ 
ing  deal  with  costs,  to  the  virtual  exclusion  of  obligations,  and  in 
many  cases  they  have,  for  this  reason  I  think,  a  weakness  or  a  blind 
spot  when  it  comes  to  the  Government  operation,  where  the  Congress 
must  know  what  our  future  obligations  are,  what  we  have  committed 
the  Government  to  do.  And  frequently  that  is  overlooked  in  applying 
the  so-called  accrual  and  cost  basis  of  budgeting.  I  think  there  is  a 
tendency  to  downgrade  the  obligation  phase  too  much. 

Senator  Symington.  I  think  you  used  the  term  not  too  long  ago  of 
the  board  of  directors  with  respect  to  Congress.  I  agree  with  that. 
My  chief  criticism  of  Government  accounting  as  against  business 
accounting  would  be  that  in  Government  everybody  is  very  careful 
to  record  where  the  money  goes  or  tries  to  be,  so  that  there  can  be 
no  question  about  any  nonsense,  and  they  try  to  record  every  penny. 
But  on  the  other  hand,  I  do  not  think  they  interpert  the  recordings  as 
one  does  in  private  business  in  order  to  get  better  management. 

Mr.  McNeil.  That  is  correct,  sir.  I  think  you  have  put  your  finger 
on  one  of  the  real  weaknesses. 

Senator  Symington.  And  that  being  true — and  I  am  not  saying  I 
am  for  or  against  this — I  want  to  emphasize  this  point,  nor  have  I 
been  briefed  in  it  except  by  a  member  of  my  own  staff  in  the  last 
hour  before  we  started— but  wouldn’t  this  cost-based  budget,  which 
I  believe  Senator  Byrd  was  quite  interested  in — you  mentioned  him  a 
couple  of  times - 

Mr.  McNeil.  But  as  I  say,  I  want  to  add  rather  quickly  there - 
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Senator  Symington  (interposing).  Wouldn’t  that  give  you  a  little 
better — let  us  use  a  trite  but  still  good  term— wouldn’t  that  give  you 
a  better  cost  control  ? 

Mr.  McNeil.  It  could,  sir,  if  we  had  the  whole  system,  but  not  just 
one  piece  of  it.  That  was  really  my  point. 

Senator  Symington.  Now,  when  you  say  that — I  will  take  that  as 
a  premise — what  would  you  need  beyond  this  bill  in  order  to  have  a 
whole  system,  as  you  put  it  ? 

Mr.  McNeil.  Adopt  the  system  "whereby  the  Congress  each  year 
would  authorize  our  entire  program,  some  of  which  would  be  just  for 
the  following  year  and  some  of  which  would  extend  into  future  years; 
and  then  as  a  second  action,  or  companion  action,  provide  the  cash 
which  we  would  spend  the  following  year. 

Senator  Symington.  Right.  I  understand  that.  But  how  does  that 
differ  from  what  we  do  now  ? 

Mr.  McNeil.  Well,  it  is  different  in  the  sense  that,  while  we  present 
the  program  and  it  is  authorized  in  terms  of  appropirations  to  main¬ 
tain  a  strength  of  so  many  men,  operate  so  many  stations  and  buy  so 
much  materiel,  the  difference  is  that  the  cash  is  all  appropriated  at 
the  moment. 

Senator  Symington.  I  understand  that.  Now,  this  bill  would  say 
that  the  cash  was  only  appropriated  for  the  year  in  question? 

Mr.  McNeil.  Right. 

Senator  Symington.  Except  for  that  modification,  where  would 
there  be  any  difference  that  you  would  have  to  worry  about?  You 
say,  “If  you  go  the  whole  way.”  All  right.  Let  us  not  discuss  whether 
you  should.  But  let  us  take  the  premise  that  you  do.  What  would  be 
the  difference  between  your  approach  to  the  Appropriation  Commit¬ 
tees  and  the  authorization  committees  of  the  Congress  now  under  this 
bill  and  the  way  we  have  done  it  in  the  past?  That  is  what  is  not 
clear  to  me. 

Mr.  McNeil.  The  difference  in  approach  would  not  be  great.  It 
would  be  almost  the  same.  Their  method  of  treatment  would  be 
different. 

Senator  Symington.  If  there  would  be  any  difference  of  any  kind, 
what  would  that  be? 

Mr.  McNeil.  I  beg  your  pardon,  sir? 

Senator  Symington.  If  there  would  be  any  difference  of  any  kind, 
what  would  that  be  ? 

Mr.  McNeil.  There  would  be  a  difference  of  treatment  once  the  pres¬ 
entation  is  made;  no  difference  in  the  general  presentation,  except 
perhaps  more  emphasis  on  what  you  are  actually  going  to  spend  next 
year.  There  would  be  more  emphasis  on  that. 

Senator  Symington.  In  other  words,  you  would  be  forced  to  tell 
the  committees  more  about  your  actual  costs  than  you  do  now  as 
against  your  actual  obligational  authority  ? 

Mr.  McNeil.  No,  not  actual  cost;  actual  expenditures  in  the  next 
year. 

Senator  Symington.  Actual  estimated  expenditures? 

Mr.  McNeil.  Yes. 

Senator  Symington.  Well,  in  effect  that  would  be  actual  costs; 
would  it  not? 
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Mr.  McNeil.  Yes,  except  that  when  we  embark  on  something  in  the 
future,  I  think  it  is  well  for  the  Congress  and  ourselves  to  consider 
the  total  cost  over  the  long  term. 

Senator  Symington.  Oh,  yes.  But  you  would  present  the  total  cost 
in  your  request  for  obligational  authority  ? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  And  then  you  would  segregate  out  of  that 
your  estimate  of  what  you  would  need  to  cover  your  expenditures  for 
the  first  year  of  the  overall  program  ? 

Mr.  McNeil.  Of  course,  this  bill  does  not  call  for  what  you  have  just 
mentioned  or  what  we  are  discussing.  If  this  bill  did,  and  then  pro¬ 
vided  a  reasonable  time  to  put  it  in  motion,  I  think  it  might  be  a  real 
step  ahead. 

Senator  Symington.  I  think  we  are  making  a  lot  of  progress. 

Where  does  the  bill  not  carry  out  the  idea  that  we  have  just,  per¬ 
haps  it  would  be  fair  to  say,  agreed  on  as  better  cost  control  ? 

Mr.  McNeil.  It  just  talks  about  the  cost  basis  of  budgeting : 

For  purposes  of  administration  and  operation,  cost-based  budgets  shall  be 
used  by  all  departments  and  establishments  and  their  subordinate  units.  Fund 
allocations  within  the  departments  and  establishments  shall  be  made  on  the  basis 
of  such  cost  budgets. 

And,  of  course,  supplementals  are  to  be  submitted  on  a  cost  basis. 
But  that  is  not  a  plan  of  operation  such  as  we  have  been  discussing- 
here  in  the  last  5  minutes.  The  plan  we  have  been  discussing - 

Senator  Symington.  Then  what  you  say,  as  I  understand  it,  is  that 
if  this  bill  was  a  cost-based  budget,  as  they  cal]  it,  which  is  a  budget 
based  on  expenditures,  how  does  that  alter  the  fact  that  at  the  same 
time  you  asked  for  the  money,  you  presented  your  cost  of  your  overall 
program  and  the  estimate  of  the  total  cost,  whatever  the  program 
would  be?  Then  you  would  be  satisfied  with  it;  is  that  right? 

Mr.  McNeil.  Yes,  but,  personally,  I  think  it  could  be  made  to  work ; 
but  we  would  have  to  go  a  little  further  than  that.  That  is  generally,, 
however,  along  the  lines  that  I  think  would  be  workable.  Time 
enough  would  have  to  be  given  for  both  the  Congress  and  the  depart¬ 
ment  to  adjust  itself  to  that  type  of  operation.  That  was  in  essence 
the  outline  plan  that  we  submitted  about  3  years  ago - 

Senator  Symington.  Now,  let  us  go  back  to  the  bottom  of  your  page 
3.  Your  first  amendment  in  effect  applies  to  what  you  are  just  saying,., 
does  it  not  ? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  All  right.  Would  you  proceed  with  that, 
then  ? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  Senator  Cotton,  have  you  any  questions  you 
would  like  to  ask  at  this  point? 

Senator  Cotton.  Just  one,  if  I  may. 

You  had  a  representative  present  when  we  were  talking  the  other 
day  and  talking  yesterday,  I  think,  about  the  proposed  amendments 
that  were  going  to  be  drafted  and  submitted  by  the  Bureau  of  the 
Budget  and  the  Comptroller  General’s  Office  ? 

Mr.  McNeil.  That  had  reference  to  the  other  bill  that  was  being- 
considered  here  ? 

Senator  Cot-ton.  Yes. 

Mr.  McNeil.  Yes,  sir. 
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Senator  Cotton.  Now,  that  was  along  the  same  line  of  what  you 
are  talking  about  changing  this  bill,  was  it  not,  and  making  it  more  far- 
reaching  ? 

Mr.  McNeil.  No,  sir.  That  was  Senate  bill  3362  (see  p.  2),  I 
believe,  and  that  dealt  with  two  problems :  (1)  the  settlement  of  claims ; 
and  the  other  was  the  consolidation  of  accounts  once  the  period  of 
obligation  had  expired. 

I  understand  there  is  a  committee  print  here  with  a  proposed  amend¬ 
ment. 

Senator  Cotton.  I  was  only  trying  to  draw  an  analysis.  But  are 
you  suggesting  that  this  bill  could  be  strengthened  by  an  amendment 
so  that  it  would  be  affirmative  in  going  the  whole  way  in  putting  in  a 
cost  system  ? 

Mr.  McNeil.  Yes,  it  could.  I  think  it  would  take  quite  a  lot  of 
work,  sir,  but  it  could  be  done. 

Senator  Cotton.  Would  you  favor  that  ? 

Mr.  McNeil.  Yes,  I  would  favor  it  personally,  because  I  think  there 
are  advantages.  But  it  would  take,  my  estimate  would  be,  at  least  a 
couple  of  years  of  intensive  work  before  the  departments  and  the  Con¬ 
gress  could  reverse  themselves  and  put  in  the  system. 

Senator  Cotton.  In  other  words,  it  could  not  be  done  overnight? 

Mr.  McNeil.  No,  sir. 

Senator  Symington.  Now,  what  system  are  we  talking  about  there, 
Mr.  Secretary  ? 

Mr.  McNeil.  I  am  talking  about  the  system  on  which  we  were 
exchanging  views  about  5  minutes  ago,  where  Congress  would  author¬ 
ize  the  whole  program  on  the  one  hand  and  provide  separately — — 

Senator  Symington.  But  they  do  that  now. 

Mr.  McNeil.  They  do. 

Senator  Symington.  They  do  it  now.  So  there  is  no  change  there. 

Mr.  McNeil.  No  substantive  change. 

Senator  Symington.  And  then  the  next  point? 

Mr.  McNeil.  Then  the  next  point  is  providing  concurrently,  or  as 
a  companion  action,  the  cash  you  would  spend  in  the  following  year. 

Senator  Symington.  All  right.  Now,  what  happens  now  is  that 
Congress  authorizes  all  the  money  for,  say,  the  5-year  program  or 
whatever  is  necessary  in  order  to  get  all  the  merchandise  involved 
on  the  basis  of  estimated  lead  times,  and  the  change  would  be  that 
they  would  authorize  that  but  only  put  the  money  up  for  the  expendi¬ 
tures  required  in  the  year  in  question? 

Mr.  McNeil.  Yes. 

Senator  Symington.  That  appears  to  be  a  relatively  simple  pro¬ 
cedural  correction. 

Mr.  McNeil.  No.  It  is  quite  involved,  sir,  because  the  Government 
departments  have  not  as  a  practice,  and  particularly  the  Department 
of  Defense  has  not  as  a  practice,  refined  their  estimates  of  what  is 
going  to  be  spent  in  the  following  year  by  all  the  3,000  different  pro¬ 
grams  to  a  point  where  you  can  make  a  good  guess. 

Senator  Symington.  If  you  are  talking  about  major  items,  now, 
we  will  take  a  Forrestal  carrier  program,  or  we  will  take  the  B-52 
bomber  delivery  program.  Certainly  in  the  authorization  for  that, 
you  say  in  the  next  5  years  we  want  so  much  money  because  we  are 
going  to  get  so  many  carriers,  which  would  be  one,  or  so  many  bombers, 
which  would  be  a  certain  amount,  and  so  forth.  There  would  be  no 
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problem  about  that.  “This  is  what  we  estimate  we  are  going  to  need,, 
and  this  is  what  the  authorization  is  that  we  would  like  to  have.” 

Mr.  McNeil.  No.  That  part  is  simple. 

Senator  Symington.  All  right. 

Mr.  McNeil.  That  part  is  simple. 

Senator  Symington.  Then  where  do  we  get  into  complications? 

Mr.  McNeil.  And  we  are  doing  it  today. 

The  big  problem  is  arriving  at,  in  all  the  various  procurement 
programs  as  well  as  operating  programs— — - 

Senator  Symington.  No.  We  are  not  talking  about  operating  pro¬ 
grams  now.  We  are  talking  about  the  purchasing  of  carriers,  planes,, 
or  bombers.  We  are  talking  about  procurement  programs. 

Mr.  McNeil.  All  right.  I  will  stick  to  the  procurement  pro¬ 
gram — 

Senator  Symington.  Yes. 

Mr.  McNeil.  Although  I  think  this  should  apply  to  the  whole- 
business  if  Ave  are  going  to  do  it. 

Senator  Symington.  Let  us  stick  to  this  one  first. 

Mr.  McNeil.  All  right.  The  analysis  of  actual  cash  requirements 
in  all  the  scores  and  hundreds  of  contracts  is  not  a  science  in  the  De¬ 
partment  of  Defense  at  the  moment.  How  much  will  actually  be- 
spent  on  a  contract,  how  much  actual  cash  will  go  to  Boeing,  Con- 
vair,  Grumman,  or  anybody  else,  next  year  is  not  knoAvn  precisely. 
You  can  guess  it  approximately.  But  attention  lias  never  been  placed 
in  any  executive  department  that  I  knoiv  of,  and  certainly  the  Depart¬ 
ment  of  Defense,  on  that  phase,  as  being  one  of  the  key  points  of  pro¬ 
curement.  We  would  have  to  make  a  rather  accurate  estimate,  because 
if  we  overestimate  Grumman  or  Boeing  a  little  bit.  Ave  could  easily 
come  to  you  Avith  an  estimate  of  10  percent  above  what  Avould  actually 
be  required. 

Senator  Symington.  And  you  put  the  attention  of  the  people  in¬ 
volved  deeper  irfo  cost  analysis,  and  therefore  control  through  the 
management  of  the  cost. 

Mr.  McNeal.  All  of  Avliich,  I  think,  could  take  a  couple  of  years 
to  get  the  thing  working. 

Senator  Symington.  Senator  Cotton,  I  did  not  mean  to  interrupt 

y°u. 

Senator  Cotton.  That  is  all  right.  You  said  that  Senator  Syming¬ 
ton  lived  with  these  things,  and  so  he  will  drop  us  some  of  his  com¬ 
ments  as  we  go  along. 

Mr.  McNeil.  Excuse  me. 

Senator  Cotton.  I  just  want  to  straighten  out  2  or  3  things  in  my 
own  mind.  First,  sticking  to  procurement  only,  sticking  to  this  mat¬ 
ter  of  when  you  contract  ahead  for  a  carrier  or  for  a  large  number  of 
substantial  number  of  planes,  and  the  contract  is  going  to  take  5  or  6 
or  7  years  to  carry  through,  are  those  contracts  firm  contracts  with  a 
fixed  amount,  or  do  you  have  escalator  clauses  or  some  other  means  of 
taking  care  of  a  possible  change  in  the  cost  of  material  and  materiel, 
and  so  forth  ? 

Mr.  McNeil.  There  are  all  types  of  contracts,  sir.  On  the  more  in¬ 
volved  material  and  neAver  equipment,  there  is  escalation ;  there  are 
target  price  contracts;  there  are  price  redetermination  contracts,  and 
always  provision  for  design  and  engineering  changes. 
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Senator  Cotton.  Then  if  you  go  on  a  system  of  authorization,  the 
merit  of  that  system,  as  you  have  referred  to  it,  is  that  the  Appropria¬ 
tions  Committee  of  Congress  knows  what  it  is  being  obligated  to  in 
the  future.  It  is  almost  impossible  for  you  or  anybody  else  to  inform 
a  committee  of  Congress  what  an  important  contract  like  the  construc¬ 
tion  of  a  carrier  or  a  large  contract  that  extends  over  several  years  is 
going  to  cost.  You  cannot  foresee  what  it  is  going  to  cost ;  can  you  ? 

Mr.  McNeil.  Well,  I  think  we  are  doing  a  pretty  good  job  of  that, 
sir,  as  to  the  overall  cost,  but  it  is  more  difficult  to  forecast,  by  contract, 
just  how  much  will  be  spent  in  each  12-month  period  in  the  case  of  a 
long-term  contract. 

Senator  Cotton.  I  am  not  questioning  but  that  you  are  doing  a  good 
job. 

Mr.  McNeil.  No;  we  have  gotten  it  down  to  a  point  that,  while  once 
in  a  while  we  have  a  cost  change  or  cost  changes  that  in  the  aggregate 
mean  that  something  costs  a  little  more.  I  would  say  our  estimates 
of  what  this  material  costs  are  remarkably  good  in  all  services  at  this 
moment. 

Senator  Symington.  Would  you  yield  just  a  moment?  If  you  can 
do  a  good  job  in  5  years,  you  can  certainly  do  a  better  job  in  a  year, 
because  you  are  going  to  have  changes  in  cost,  changes  in  material 
costs,  and  changes  in  labor  costs.  So  if  you  can  do  a  good  job  for 
5  years,  why  can’t  you  do  a  good  job  for  1  year?  Or  let  me  put  it  to 
you  this  way.  Now  this  is  a  little  broader  question. 

Nobody  wants  to  see  a  balanced  budget  more  than  we  three  up  here, 
1  am  sure  of  that,  but  you  have  a  $60  billion  budget  overall  for  all  the 
Government,  ancl  you  are  going  to  balance  it,  Secretary  Humphrey 
said,  by  $200  million.  That  would  be,  just  figuring  here,  about  one- 
third  of  1  percent  of  the  budget,  as  the  difference  between  a  balanced 
budget  and  an  unbalanced  budget. 

Now,  if  there  is  any  problem  about  what  you  are  actually  going  to 
spend  in  a  year  for  activities  thta  take  around  64  or  65  percent  of  the 
total  tax  dollar,  I  do  not  see  how  you  can  estimate  that  you  can  balance 
the  budget  unless  you  know  what  you  are  going  to  spend  pretty  closely, 
especially  as  you  estimate  by  such  a  fine  line  as  one-third  of  l  percent 
of  the  total. 

Mr.  McNeil.  That  is  a  very  good  question,  and  I  can  tell  you  how  it 
is  done. 

First,  if  you  will  make  an  adding  machine  list  of  the  best  estimates 
made  by  a  great  many  very  able  people  in  charge  of  the  hundreds  of 
individual  programs,  the  total  will  run  far  greater  than  the  amount 
that  will  be  required  to  cover  the  checks  written  during  the  year. 

For  example,  if  we  should  take  any  one  of  the  proponents  of  a 
missile,  he  knows  it  is  going  to  work.  He  knows  the  thing  is  going  to 
come  along  beautifully,  and  when  he  lays  out  this  estimated  expendi¬ 
tures,  he  knows  that  that  is  about  it. 

If  you  take  a  new  engine  or  a  new  aircraft  or  a  new  tank  or  a  new 
radar,  the  proponent  of  that  program  knows  he  is  going  to  get  it  quick 
and,  that  the  initial  schedule  is  going  to  be  met.  So  his  estimate  of 
expenditures  on  his  program,  frankly,  will  be  high.  There  is  noth¬ 
ing  wrong  with  that.  He  would  be  trying  to  do  the  best  job  he  knows 
how.  True,  he  has  not  been  required  in  the  past  to  be  precise  in  re¬ 
fining  his  estimates.  But  the  sum  total,  the  adding  machine  list  of  all 
program  estimates  will  be  greater  than  the  amount  of  checks  written 
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next  year,  because  whether  it  be  strikes  or  whether  it  be  design  diffi¬ 
culties,  or  what  not,  things  do  not  always  move  just  as  each  individual 
program  proponent  thinks  they  will. 

So,  as  we  justify  these  programs  to  committees  and  try  to  estimate 
the  amount  that  will  be  spent  on  each  major  program  or  contract,  the 
sum  total  of  that  will  be  considerably  greater  than  the  actually  re¬ 
quired  overall.  It  is  just  bound  to  be.  Expenditure  estimates  are, 
therefore,  not  the  sum  total  of  individual  program  estimates  but  rather 
such  estimates  in  the  aggregate,  modified  by  experience,  possibility 
of  slippage,  knowledge  of  overall  levels  at  employment,  and  so  forth. 

Senator  Cotton.  Mr.  McNeil,  I  want  to  make  it  very  plain  to  you, 
that  my  question  is  not  critical. 

Mr.  McNeil.  I  understand. 

Senator  Cotton.  I  served  on  the  Appropriations  Committee  in  the 
House  for  quite  a  long  time,  and  I  even  served  briefly  on  one  of  the 
military  subcommittees,  and  I  have  really  been  amazed,  and  marveled, 
that  the  Defense  Department  could  do  as  accurate  a  job  as  it  does  in 
laying  out  the  program  of  what  is  going  to  be  required. 

But  it  still  seems  to  me — and  the  purport  of  my  question  was  this — ■ 
that  if  the  advantage  of  the  authorization  system  is  that  Congress  is 
supposed  to  know  in  advance  the  whole  program,  it  would  seem  to  me 
that,  changing  as  rapidly  as  you  are,  with  the  cost  of  material  chang¬ 
ing  rapidly  at  times,  your  own  specifications,  sometimes  change,  do 
they  not,  on  long-range  contracts - 

Mr.  McNeil.  They  do. 

Senator  Cotton.  You  do  not  have  that  complete  knowledge  and, 
on  the  other  hand,  you  have  less  control. 

What  I  would  like  to  ask  you  is  this  and  then  I  will  yield  to  Senator 
Symington. 

Senator  Symington.  No,  I  am  interested  in  this. 

Senator  Cotton.  Would  you  be  willing,  because  some  of  us  on  this 
subcommittee  have  not  been  through  the  mill  as  Senator  Symington 
has,  would  you  be  willing,  or  would  it  be  too  much  trouble  to  have 
somebody  on  your  staff  prepare  for  this  committee  so  that  some  of  us 
can  study  it,  one  or  two  examples  of  budget  tables  for  appropriations 
for  procurement,  like  planes  or  carriers,  or  something  else,  and  one  or 
two  examples  of  the  requirements  of  supplies — do  I  use  the  correct 
term? 

Mr.  McNeil.  Yes;  I  understand. 

Senator  Cotton.  And  show  us  in  those  special  items  or  appropria¬ 
tion  titles  how  the  two  methods  would  work  and  what  would  be  the 
effect  of  this  bill,  and  the  budget  information  and  tables. 

Mr.  McNeil.  I  think  I  can  do  that,  Senator.  We  would  have  to 
understand  that  working  out  a  single  example  is  rather  simple.  It 
is  when  we  put  the  literally  thousands  of  items  together  that  we  get 
into  our  problem. 

I  would  like  to  complete  an  answer  to  Senator  Symington. 

I  do  not  mean  to  say  that  we  could  not  do  it,  but,  in  a  reasonable 
period  of  time,  I  think  we  could  get  to  a  point  on  the  expenditure  side 
where  we  could  be  almost  as  proficient  as  we  are  on  the  other  side  at 
the  moment. 

We  have  been  working  on  this  phase  of  the  problem  during  the  last 
3  or  4  years  to  get  where  we  are  now.  We  do  not  consider  our  ex- 
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penditure  estimating  by  program  as  satisfactory  as  our  estimating  on 
total  program  costs. 

So  all  I  meant  was  that  it  would  take  time  to  put  such  a  system  in 
and  make  it  work. 

Senator  Symington.  I  do  not  want  to  pass  any  compliments  out 
here,  but  I  do  not  think  there  is  anybody  in  the  Pentagon  more  knowl¬ 
edgeable  of  figures  and  problems  of  figures  than  you  are,  and  I  have  a 
great  respect  for  your  opinion.  On  the  other  hand,  you  see  these 
periodic  disclosures  of  waste.  For  example,  I  was  pretty  shocked  to 
read  the  testimony  that,  has  just  been  published  in  the  House  Military 
Appropriations  Subcommittee.  It  does  not  have  to  do  with  this 
Administration  or  that  Administration.  It  has  to  do  with  both  Ad¬ 
ministrations. 

Mr.  McNeil.  Yes,  that  is  right. 

Senator  Symington.  I  noticed  that  Secretary  Wilson  said  he  was 
“mad  and  sad.”  I  think  those  were  two  of  the  words  he  used  after 
reading  that  record. 

Mr.  McNfjl.  Those  were  exact  quotes. 

Senator  Symington.  Is  that  right  ? 

Mr.  McNeil.  Those  were  exact  quotes. 

Senator  Symington.  It  was  on  page  161,  I  believe. 

I  know  that  there  was  a  case  where  a  plane  was  believed  faulty  and, 
for  many,  many  months  after  it  was  purchased,  or  6  months 
afterward,  at  times,  killing  test  pilots  due  to  engine  failure.  That 
story  broke  as  the  result  of  a  great  newspaper’s  investigation,  for 
which  it  got  an  award. 

Now,  I  know  and  you  know,  and  I  know  that  you  know  that  I  know, 
that  there  was  no  skulduggery  in  that  situation.  The  chances  would 
be  less  than  1  percent.  It  is  just  the  fact  that  we  have  really  loose 
management  control  through  cost  control  which,  as  I  understand  Sena¬ 
tor  Byrd’s  approach  to  the  problem,  is  the  thing  that  he  is  so  anxious 
to  get. 

There  are  always  a  lot  of  methods  by  which  you  can  make  a  budget 
balance,  or  an  estimate  balance,  for  example — you  can  stop  buying  or 
you  can  defer  shipments — you  can  do  a  lot  of  things  to  justify  a  posi¬ 
tion — of  course,  against  that  you  have  to  balance  how  much  you  need. 
In  business  you  could  not  do  that  if  the  stores  were  crying  for  mer¬ 
chandise.  But,  at  the  same  time,  in  Government  you  have  a  better 
chance  of  doing  it,  especially  in  the  Department  of  Defense,  unless 
you  are  in  a  war. 

Now,  all  I  say  is,  would  it  not  be  better — and  I  am  just  thinking 
this  thing  out  with  you  here — to  force  the  Department  to  a  closer 
analysis — and  that  is  what  we  are  really  talking  about,  Mr.  Secretary, 
as  I  see  it.  Would  it  not  be  better  to  force  them  to  a  closer  analysis 
of  actual  expenditures  in  the  year  in  question,  so  that  what  you  would 
really  get,  as  I  see  it,  would  be  better  control  on  the  part  of  each 
service  of  the  money  that  is  granted  to  them  by  the  Department  of 
Defense '? 

Mr.  McNeil.  I  think  anything  that  we  can  do  which  will  encourage 
that  will  be  helpful. 

On  the  item  that  you  just  mentioned,  however,  I  do  not  believe  that 
appropriating  on  an  expenditure  basis  would  have  prevented  the 
matter.  I  have  examined  that  rather  carefully.  I  examined  the 
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House  Committee  report,  as  did  Secretary  Wilson,  and  we  said,  “Let’s 
take  that  report  and  see  how  much  we  can  get  out  of  it  to  improve 
our  operations.” 

Senator  Symington.  I  thought  his  testimony  was  very  constructive 
on  that. 

Mr.  McNeil.  In  other  words,  he  did  not  oppose  it  or  attempt  to 
whitewash  a  thing.  We  all  really  wanted  to  tind  out  if  there  was 
anything  in  the  report  which  would  help  correct  the  machinery  to 
avoid  recurrence  in  the  thousands  of  transactions  we  have. 

I  do  not  believe  that  any  change  we  are  talking  about  here  would 
have  affected  that  case.  In  fact,  one  of  the  real  problems  is  how  do 
you  get  people,  when  they  find  something  is  drifting  into  trouble,  and 
this  is  true  in  business  as  well,  to  cut  off  something,  once  you  know 
it  is  not  going  to  work,  or  once  you  think  you  are  in  trouble.  That 
item  plus  another  one  that  was  canceled  last  year — it  was  not  the  same 
type  of  situation,  but  the  item  was  not  going  to  be  a  productive  or 
really  effective  type  of  equipment  because  of  delay  in  development — 
was  an  instance  where  I  think  we  waited  a  little  too  long  to  drop  it  off. 
But  how  do  you  get  that  done  promptly  when  the  people  need  a  more 
advanced  article  desperately,  and  sincerely  hope  and  believe  it  will 
work  out.  Hope  is  a  great  thing  in  this  world,  and  they  hope  that 
some  development  will  come  along  to  make  it  work. 

Senator  Symington.  Let  me  ask  you  this.  In  business,  almost 
every  company  has  what  is,  in  effect,  termed  a  monthly  balance  sheet, 
earnings,  statement,  and  balance  sheet,  showing  assets  and  liabilities, 
current  and  fixed,  and  earnings  against  costs,  and  so  forth. 

And  that  is  broken  down  now  to  where  you  generally  submit  it 
every  month,  as  you  do  the  whole  business  to  your  stockholders  every 
year. 

In  business,  I  found  out  that  if  you  had  a  statement  that  was  a  weekly 
statement,  that  was  much  better  than  a  monthly  statement,  giving 
various  things  incident  to  your  fiscal  position  and*  quite  a  lot  incident 
to  your  operating  setup. 

Then  we  got  it  down  to  a  day.  Every  day  we  had  certain  figures 
distributed  around  on  mimeographed  sheets,  so  that  every  day  we 
had  a  check. 

Mr.  McNeil.  Particularly  on  the  trouble  spots. 

Senator  Symington.  I  beg  your  pardon? 

Mr.  McNeil.  Particularly  on  the  trouble  spots. 

Senator  Symington.  That  is  right.  For  example,  in  a  foundry, 
you  can  allocate  per  sand  casting,  if  you  are  still  in  sand  castings, 
per  day.  What  T  think  now  is  that  if  you  tighten  this  thing  up,  and 
that  is  what  we  are  talking  about,  this  would  be  tighter  cost  control. 
You  can  get  your  authorization — I  am  in  complete  agreement  on  that, 
that  you  ought  to  present  your  whole  program  to  the  proper  com¬ 
mittees — but  then  you  say,  “This  is  the  money  that  we  want  this  year, 
because  this  is  the  estimate  of  what  we  will  spend.” 

If  you  do  not  spend  it,  it  goes  back  to  the  Treasury,  and  if  you  need 
more  than  that,  then  you  come  in  for  a  supplemental,  which,  as  a 
matter  of  interest,  we  do  pretty  nearly  every  year.  Has  there  ever 
been  a  year  in  the  Defense  Department  when  you  did  not  come  in  for 
one  supplemental  ? 

Mr.  McNeil.  It  is  usually  one  or  more,  sir. 

Senator  Symington.  All  right. 
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Mr.  McNeil.  I  might  say,  Senator,  that  not  necessarily  with  this 
objective  in  mind,  but  realizing  the  importance  of  trying  to  get  a  good 
idea  of  what  you  are  going  to  spend,  we  have  been  devoting  consid¬ 
erable  effort,  to  evaluating  operations  on  that  basis,  in  recent  years, 
although  it  has  not  been  a  mandatory  part  of  the  budgeting  process. 

I  might  say  this,  that  3  or  4  years  ago,  or  even  10  years  ago,  the 
initial  estimate  of  what  would  actually  be  spent  in  a  given  year  out  of 
the  available  authority  would  run  from  25  to  40  to  50  percent  in  the 
aggregate  above  the  amounts  that  actually  were  spent.  In  the  last 
2  years,  we  are  getting  to  a  point  where  the  program  managers  are 
getting  their  estimates  down  within  10  to  15  percent  above  what  would 
be  a  good  gross  estimate.  We  have  been  devoting  a  great  deal  of  effort 
to  that  side  of  the  business,  even  under  the  present  budget  structure. 

We  felt  that  once  the  House  Committee  cleaned  up,  what  I  thought 
was  a  very  bad  practice,  as  I  mentioned  a  moment  ago,  of  providing, 
let  us  say,  10  percent  down  and  the  balance  contract  authority,  which 
was  the  old  method  of  providing  contract  authority,  and  started  to 
fund  or  appropriate  for  the  full  amount  of  the  programs  as  presented 
and  approved,  a  great,  step  forward  was  taken  to  clean  up  the  thing. 
Then  the  Congress  helped  us  a  great  deal  by  providing  a  continuing 
type  of  appropriations  for  most  of  our  long-term  procurements.  That 
was  a  real  help,  and  frankly  it  has  saved  the  Government  a  great  deal 
of  money  because — and  I  think  you  would  know  this  perhaps  better 
than  almost  any  of  us — if  you  have  something  such  as  the  aircraft 
you  mentioned  a  minute  ago,  and  the  people  involved  can  cancel  and 
use  the  funds  for  something  that  is  good,  it  is  much  easier  to  get  that 
decision  made  to  cancel,  to  close  out.  or  to  slow  down  the  ineffective, 
unsatisfactory  purchase. 

If,  however,  it.  is  “dead  money,”  you  will  find,  I  think,  human  nature 
being  what  it  is,  that  the  proponent  will  hang  on  as  long  as  he  can. 

Senator  Symington.  That  is  so. 

Mr.  McNeil.  A  good  example  may  be  found  in  the  case  of  the 
M  arine  Corps.  When  the  Marine  Corps  was  provided  continuing 
type  apporpriations  there  was,  in  the  following  year,  substantial 
adjustments  in  their  procurement  programs. 

Senator  Symington.  Now,  when  you  say  “continuing  money,”  do 
you  mean  revolving  funds  irrespective  of  obligation? 

Mr.  McNeil.  No,  sir. 

Senator  Symington.  What  do  you  mean  by  continuing  money? 
Define  that. 

Mr.  McNeil.  No  year  funds.  When  appropriated,  it  is  available 
for  obligation  until  it  is  completely  used.  It  does  not  lapse  on  June  30. 

Senator  Symington.  I  think  we  are  all  opposed  to  that,  unless  it 
is  required  under  long-term  procurement  programs. 

Mr.  McNeil.  We  have  only  applied  it  to  long-term  procurement. 
But  the  Marine  Corps  had  never  had  it  even  for  such  procurement. 
They  had  always  had  annual  appropriations.  Their  program  under 
previous  annual  appropriations  was  considered  reasonably  sound. 

However,  in  the  year  in  which  they  were  granted  no-year  authority 
for  their  major  procurement,  they  immediately  went  back  over  their 
list  of  outstanding  material  and  dropped  out  about  $300  million  worth 
of  materiel  because  they  felt,  “If  we  can  use  that  authority  for  more 
modern  near,  there  is  no  point  in  accepting  something  that  is  sub¬ 
standard,”  and  so  forth. 
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I  would  say  we  definitely  saved  by  that  change  in  method  of  financ¬ 
ing  $300  million  for  the  Government.  Otherwise  we  would  have  taken 
the  other  material  and  immediately  had  a  requirement  to  replace  it 
with  the  more  modern  equipment. 

Senator  Symington.  Yes. 

Mr.  McNeil.  I  think  the  Air  Force  has  done  the  same  thing. 

Senator  Symington.  Now,  Mr.  Secretary,  you  got  down  to  the 
bottom  of  page  3.  I  have  one  more  question,  and  unless  some  of  the 
other  Senators  have  a  question,  I  would  like  you  to  proceed  with  your 
statement. 

The  question  I  would  like  to  ask  you  is  if  you  put  in : 

Considering  the  lead  time  which  must  be  allowed  in  incurring  obligations  in 
advance  of  incurring  costs. 

That  in  itself  would  simply  be  a  recognition  of  the  problem  and  would 
not  change  the  basic  idea ;  would  it  ? 

Mr.  McNeil.  No;  it  is  a  recognition  of  the  problem,  and  implies 
that  you  have  to  provide  in  some  form  the  authority  to  make  these 
long-term  commitments. 

Senator  Symington.  Right.  In  other  words,  it  is  a  request  for 
obligational  authority,  but  not  a  request  for  a  change  from  the  basic 
concept  of  cost-based  budgets  ? 

Mr.  McNeil.  No. 

Senator  Symington.  Right? 

Mr.  McNeil.  But  again,  I  want  to  make  it  clear  that  cost-based 
budget,  I  think,  must  mean  two  things :  One  is  acquisition  cost  on 
equipment,  major  equipment;  and  the  cost  of  consumption  in  normal 
housekeeping  and  day-to-day  operations. 

Senator  Symington.  Right.  But  you  would  not  want  to  extend 
the  money  that  you  asked  for  beyond  what  you  would  spend  in  the 
year  in  question ;  right  ? 

Mr.  McNeil.  Not  if  Congress  provided  for  a  completely  new  sys¬ 
tem  ;  no. 

Senator  Symington.  And  what  you  are  really  saying  in  this  un¬ 
derlined  part  of  your  talk  is  to  ask  that  full  consideration  be  given 
to  long-term  items,  regardless  of  whether  you  do  or  do  not  have  the 
expenditure  situation  in  the  bill  as  of  now;  right? 

Mr.  McNeil.  That  is  right,  sir. 

Senator  Symington.  Senator  Cotton,  do  you  have  any  further 
questions  at  this  point  ? 

Senator  Cotton.  No. 

Senator  Symington.  Senator  Martin? 

Senator  Martin.  No  questions. 

-  Mr.  McNeil.  But  to  make  this  clear,  sir,  I  think  that  if  this  bill 
did  contemplate  such  a  change,  it  would  be  helpful  to  outline  the 
whole  problem  and  to  state  the  basis  of  appropriations  and  costs  of 
long  lead-time  obligations. 

Senator  Symington.  Do  you  have  any  language  that  you  would  like 
to  see  included  in  the  bill  ? 

Mr.  McNeil.  We  have  some,  but  it  does  not  give  the  complete  pack¬ 
age  that  I  would  urge  be  considered. 

Senator  Symington.  Will  you  proceed  ? 

Mr.  McNeil.  Right,  sir. 
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Next,  insert  in  section  216  (c)  the  wording  underscored  above  after 
the  words  “shall  be  prepared  on  a  cost  basis.’' 

Insert  in  section  216  (d)  the  underscored  words:  “The  budget  re¬ 
quired  by  section  201  of  this  act  to  be  transmitted  to  the  Congress 
shall  contain  information  on  program  costs  and  accomplishment  as 
well  as  obligations  and  expenditures  *  *  *” 

You  must  keep  those  two  things  in  the  picture. 

Senator  Symington.  May  I  ask  just  purely  for  information,  what 
is  the  definition  of  “accomplishment”?  Does  that  mean  what  you 
have  actually  done  to  date  on  the  overall  program  ? 

Mr.  McNeil.  What  we  have  done  on  the  program  to  date,  yes,  where 
it  stands.  [Continuing :] 

4.  Add  to  section  216  (e)  to  define  the  cost  basis  of  budgets,  as  fol¬ 
lows: 

(e)  The  cost  basis  of  budgets,  as  provided  in  this  section,  shall  mean: 

( 1 )  cost  of  acquisition  in  the  case  of  programs  for  construction  of  public  works 
or  procurement  and  production  of  materiel. 

(2)  cost  of  goods  and  services  consumed  in  the  base  of  operating-  and  admin¬ 
istrative-type  programs. 

(3)  depreciation  of  capital  assets  employed  shall  be  excluded  as  a  cost  except 
in  cases  specifically  authorized  by  law. 

While  the  proposed  bill  does  not  provide  for  changing  the  basis  of 
appropriations  from  obligational  authority  to  accrued  expenditures  or 
costs,  as  recommended  by  the  Hoover  Commission,  we  would  like  to 
mention  that  the  Department  of  Defense  is  not  opposed  to  that  idea 
and  believes  it  has  merit,  provided  the  concept  of  obligational  author¬ 
ity  is  retained,  as  for  example  by  the  provision  of  separate  contract 
authority  by  the  Congress,  in  the  manner  recommended  by  the  Hoover 
Commission. 

We  mentioned  a  moment  ago  that  we  had  outlined  our  thoughts  on 
that. 

Senator  Symington.  Excuse  me,  Mr.  Secretary.  Let  me  just  be 
sure  I  understand  here.  What  you  are  adding,  as  I  understand  it, 
under  No.  4,  is  that  you  want  a  more  precise  definition;  is  that  right? 

Mr.  McNeil.  Yes,  sir ;  that  is  one  of  the  points. 

Senator  Symington.  You  do  not  change  the  idea  that  you  only  ask 
for  the  money  you  need  for  the  year  in  question,  but  you  want  a  pre¬ 
cise  definition  with  respect  to  complete  clarification  before  the  Con¬ 
gress  of  the  total  cost  over  the  long  pull  of  the  entire  program  ? 

Mr.  McNeil.  The  current  cost,  as  well  as  the  obligational  authority 
that  you  need  to  carry  on. 

Senator  Symington.  Right. 

Now,  one  other  question  here  on  page  5,  because  it  does  not  do  us 
any  good  to  read  this  without  understanding  it.  You  say,  “We  would 
like  to  mention  that  the  Department  of  Defense  is  not  opposed  to 
that  idea  and  believes  it  has  merit,”  the  idea  being  to  change  the  basis 
of  appropriation  from  obligational  authority  to  accrued  expendi¬ 
tures. 

I  think  we  understand  that,  that  is  just  shortening  it  up  to  the  year 
in  question. 

Mr.  McNeil.  As  a  matter  of  fact,  we  are  trying  to  take  the  present 
system  and  approach  that  ideal  at  the  present  time. 

Senator  Symington.  Right.  But  you  say,  “provided  the  concept 
of  obligational  authority  is  retained.”  Of  course,  that  would  have  to 
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be  retained.  Otherwise,  you  would  have  a  complete  balk  from  some  of 
your  suppliers ;  do  you  not  agree  ? 

Mr.  McNeil.  That  is  right.  But  if  you  read  the  writings  and  re¬ 
ports  of  many  people  who  have  written  on  this  subject,  they  drop 
this  out,  ignore  it,  or  play  it  down,  and  I  think  it  is  a  vital  part  of 
this  whole  package. 

Senator  Symington.  Yes.  Thank  you. 

Mr.  McNeil.  Now,  there  is  another  section  of  the  bill  that  would 
require  the  Bureau  of  the  Budget  to  assign  personnel  to  serve  in  each 
principal  department  and  agency. 

We  would  question  whether  the  Budget  and  Accounting  Act  should 
be  amended,  as  proposed,  to  prescribe  the  designation  and  assignment 
of  Bureau  of  the  Budget  personnel  to  serve  in  the  principal  depart¬ 
ments  and  agencies. 

Informally,  we  have,  I  think,  a  very  excellent  working  relationship 
with  the  Bureau  of  the  Budget ;  in  fact,  we  are  doing  what  this  pro¬ 
poses.  We  have  tried  to  operate  for  a  number  of  years  on  the  basis 
that  the  “safe  is  open”  and  the  Bureau  is  welcome  to  information  they 
need  day  in  and  day  out,  365  days  of  the  year. 

In  fact,  there  are  more  than  two  now  regularly  assigned  in  and  out 
of  Army,  Navy  and  Air  and  our  place,  because  we  want  our  programs 
to  be  in  such  shape  that  we  do  not  care  who  scrutinizes  them.  We 
think  that  is  proper,  so  we  have  worked  out  an  arrangement  which 
is  time  saving,  as  well.  As  you  recall,  years  ago  we  used  to  submit 
the  budget  on  September  15  to  the  Bureau  of  the  Budget,  followed  by 
a  series  of  hearings  there  from  September  to  December.  In  fact,  other 
agencies  are  still  doing  it. 

We  have  shortened  the  time  required  because  now,  by  more  or  less 
living  with  us  on  an  informal  basis,  they  know  what,  is  in  our  pro¬ 
posals.  Therefore,  we  eliminate  2  or  3  months  of  time  previously 
required  to  process  a  budget  and,  in  that  way,  we  can  get  the  Joint 
Chiefs’  plan  2  or  3  months  later.  The  people  who  are  working  on 
the  procurement  plans  have  2  or  3  months’  more  time  to  develop  their 
plans  and  make  decisions  closer  to  the  year  in  which  we  are  to 
operate. 

Senator  Symington.  Now,  you  are  talking  about  section  I  (c) 
here  ? 

Mr.  McNeil.  Yes,  sir,  but  I  do  question  whether  such  a  thing 
should  be  written  into  law.  It  is  an  administrative  matter  and - 

Senator  Symington.  Actually,  if  I  am  not  mistaken,  the  Bureau  of 
the  Budget  is  in  the  Executive.  Office  of  the  President,  is  it  not? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  So,  if  he  wanted  to  do  it  that  way  he  would 
do  it  if  he  thought  it  would  be  better. 

Mr.  NcNeil.  Certainly. 

Senator  Symington.  And  what  you  really  would  be  doing  if  you 
passed  this  part  of  the  law,  would  be  creating  by  statute  something 
which  is  fundamentally  an  operating  and  administrative  problem?' 

Mr.  McNeil.  That  is  correct,  sir. 

Senator  Symington.  Because  the  Bureau  of  the  Budget  is  either 
satisfied  or  dissatisfied  with  the  nature  of  their  relationship  with  the 
Pentagon  and  the  Department  of  Defense,  and  that  is  their  problem; 
as  the  direct  representative  of  the  President,  is  it  not  ? 

Mr.  McNeil.  Exactly,  sir. 
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Senator  Symington.  Yes.  Now,  that  comes  to  another  point  that 
we  discussed.  I  think  Mr.  Bordner  and  1  discussed  it  the  other  day. 
This  one  I  wish  you  would  give  consideration  to  and  I  would  just  as 
soon  not  have  you  answer  it  right  away.  Just  give  it  some  thought. 

One  thing  that  has  always  worried  me  is  that  when  we  get  the 
budget  finally  over  here,  it  looks  like  the  biggest  telephone  book  in  the 
world  and  I  know  that  I  am  totally  incapable  of  grasping  it  in  the 
time  available.  The  Executive  Department  starts  off,  July  3,  I  be¬ 
lieve  is  the  day.  They  start  working  on  the  next  budget.  Then  in  the 
fall,  some  time,  the  Services  have  ironed  out  with  the  Department  of 
Defense,  and  the  Secretary  of  Defense  has  made  his  decision.  Then 
it  goes  to  the  Bureau  of  the  Budget  some  time  in  the  late  fall  and 
it  has  to  be  decided  in  the  early  winter  in  order  that  the  President 
can  make  his  speech  to  the  Congress,  or  his  annual  message.  Is  that 
about  right  ? 

Mr.  McNeil.  Yes. 

Senator  Symington.  In  January. 

Mr.  McNeil.  Except,  as  I  say,  we  have  eliminated  that  second  set 
of  hearings  in  the  Bureau  of  the  Budget  that  used  to  take  from 
September  to  December.  Now,  we  have  consolidated  those  to  save 
some  time  and  get  a  better  job  done. 

Senator  Symington.  Yes.  When  are  you  through  with  the  Bureau  ? 
That  is  interesting. 

Mr.  McNeil.  About  December  15. 

Senator  Symington.  About  December  15.  In  any  case — and  there 
is  nobody  who  would  know  better — give  me  your  frank  opinion  as  to 
just  how  long  the  Congress  has  to  analyze  the  budget  prior  to  the 
time,  for  example,  when  you  come  up  to  the  Senate  Armed  Services 
Committee  for  authorization  of  the  program. 

Mr.  McNeil.  Well - 

Senator  Symington.  Senator  Bussell  likes  to  get  it  over  with  as 
soon  as  possible,  so  would  you  say  he  had  30  days  ? 

Mr.  McNeil.  In  the  House — I  beg  your  pardon  ? 

Senator  Symington.  Thirty  days'?  Would  that  be  too  much  or 
too  little? 

Mr.  McNeil.  It  is  about  30  days,  3  weeks  to  30  days,  before  the 
first  hearings  before  the  House  Appropriations  Committee. 

Senator  Symington.  I  was  going  to  sajq  it  would  be  a  little  less 
than  30  days  and,  therefore,  except  for  your  appearance  before  the 
Appropriations  Committee,  which  would  be  later,  April  or  May— — - 

Mr.  McNeil.  Well,  in  the  House,  they  have  been  starting  about 
the  first  of  February  and  running  through  until  the  last  week  in 
March  or  early  April — about  3  months. 

Senator  Symington.  That  is  right,  so  even  in  that  source  of  all 
the  money,  you  have  a  very  short  time.  Therefore,  my  question  is, 
what  would  you  think  of  Kepresentatives  in  the  Congress  now — let 
me  hasten  to  add — with  no  authority  and  probably  no  right  to  speak 
except  to  ask  questions  at  the  meetings — -but  say  that  members  of  the 
Appropriations  Committee  of  the  Congress,  staff  members,  who  would, 
of  course,  have  to  be  approved  by  the  executive  branch,  being  allowed 
to  sit  in  on  the  formulation  of  the  budget.  What  would  you  think 
of  that  ? 

Mr.  McNeil.  It  would  depend  on  the  definition  of  “sit  in.” 
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Senator  Symington.  That  is  right. 

Mr.  McNeil.  As  far  as  inquiring  constantly  through  the  whole  6 
months’  period,  I  would  be  happy  to  show  wliat  we  were  doing  and 
why.  However,  as  to  the  question  whether  they  were  to  sit  in  at  the 
meetings  where  the  decisions  are  made,  I  would  question  whether  that 
would  be  quite  the  right  thing  to  do.  They  could,  however,  live  with 
us  close  enough  to  know  what  was  happening  and  what  was  in  the 
budget  and  why.  I  think  the  latter  might  be  very  helpful  to  all  sides. 

I  might  add  this,  sir,  and  this  is  a  personal  view — that  if  we  could 
find  some  way  to  have  a  professional  staff,  who  could  serve,  let  us  say, 
both  the  House  and  the  Senate,  in  order  that  a  more  complete  job 
would  be  done  by  individuals  who  were  experienced  in  aircraft,  in 
electronics,  in  research,  in  personnel — it  would  not  take  a  very  big 
staff — the  Appropriations  Committee  could  know  what  was  happening 
and  what  was  in  the  budget.  When  our  hearings  start  in  both  the 
Senate  and  the  House,  they  would  have  presented  to  the  committees 
certain  policy  questions  and  the  pros  and  cons  of  principal  issues  so 
that  there  would  be  a  more  direct  and  incisive  approach  to  the  prob¬ 
lem. 

I  think  it  would  be  helpful  to  both  the  executive  branch  and  the 
Congress. 

Senator  Symington.  Now,  you  say  you  work  from  the  first  of  July 
in  the  executive  branch,  from  the  first  of  July  to,  say  the  middle  of 
January,  as  a  guess.  That  is  6y2  months. 

Mr.  McNeil.  Yes. 

Senator  Symington.  And  during  that  time  you  have  the  capacity  to 
analyze,  check  and  recheck  your  program  ? 

Mr.  McNeil.  Y  es. 

Senator  Symington.  And  when  you  get  through  you  give  us  a  tele¬ 
phone  book — and  it  is  a  beauty — and  in  it  is  65  cents  of  our  tax  dollar, 
and  maybe  more  than  that  if  you  extend  it  into  other  fields  that  are 
ancillary  to  defense,  like  atomic  energy. 

So  you  have  at  least  65  cents  of  your  tax  dollar  and  we,  in  the  Con¬ 
gress,  from  an  authorization  standpoint,  have  3  weeks’  to  4  weeks' 
time  to  analyze  before  we  act. 

So  my  feeling  is,  based  on  the  experience  in  this  side  of  the  Govern¬ 
ment  as  well  as  on  the  other  side,  that,  regardless  of  whose  fault  it  is — 
I  am  not  blaming  anybody — the  system  has  grown  to  a  point  where 
now  the  check  by  the  Congress  is  pretty  theoretical. 

Mr.  McNeil.  Well,  sir,  we  are  attempting  to  close  that  gap.  I 
do  not  know  how  adequately,  but  in  recent  years,  and  this  year  again, 
in  order  to  put  our  program  before  the  Congress  so  that  it  can  be 
better  understood  in  a  reasonable  length  of  time,  we  have  been  pre¬ 
paring  about  a  60-page  document  which  is  submitted  to  the  Appro¬ 
priations  Committees,  called  the  Budget  Highlights.  There  we  show 
our  asset  position,  what  we  have,  what  we  have  used,  and  have  not 
used,  our  expenditures  by  major  appropriations,  expenditures  expected 
for  the  following  year  as  well  as  the  past,  and  an  outline  of  major 
programs  in  terms  of  materiel. 

As  to  aircraft,  it  lists  the  aircraft  by  type  and  model,  and  also 
shows  the  inventory  by  type  and  model,  as  well  as  the  production  and 
acceptance  schedules. 
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On  the  section  for  ships  it  shows  what  the  situation  is  on  the  ships 
under  construction  and  the  details  of  the  new  conversion  program. 
It  covers  also  personnel,  Reserve  forces,  those  in  drill  pay,  and  so 
forth. 

I  agree  that  the  budget  document  does  not  give  a  very  good  picture, 
even  if  you  are  familiar  with  it,  of  what  is  intended  to  be  accomplished. 
We  think  our  Budget  Highlight  book  does  a  great  deal  more. 

Senator  Symington.  Yes. 

Mr.  McNeil.  Of  course,  one  of  the  problems  is  that  a  great  deal  of 
that  material  in  the  Budget  Highlight  book  is  classified.  Some  of  it  is 
not,  however,  and  could  be  used  generally. 

Senator  Symington.  Let  us  take  a  typical  illustration  and  I  will 
not  labor  it  any  further.  But  take  the  Nike  and  the  Talos.  There 
a  subcommittee  of  our  Armed  Services  Committee  is  in  the  process 
of  analyzing  that  situation,  and  I  am  sure  that  their  beliefs  will  have 
considerable  impact — I  am  not  on  the  committee — with  the  Senate 
Appropriations  Committee  when  that  matter  comes  up.  It  involves 
|t  millions  of  dollars. 

Mr.  McNeil.  Yes. 

Senator  Symington.  And  yet  they  do  not  really  get  much  of  a 
chance  to  really  test  the  performance  of  the  two  weapons  in  accord¬ 
ance  with  Senator  Jackson’s  suggestion  which  I  thought  was  quite 
sound.  There  seems  to  be  a  question  about  the  relative  merits  of  these 
weapons.  Also,  one  missile  is  considerably  less  expensive  than  the 
other,  and,  therefore,  the  taxpayers  are  deeply  interested.  There  seems 
to  be  a  difference  of  opinion,  right  in  the  Pentagon  itself,  as  to  which 
is  the  better.  This  is  the  type  and  character  of  thing  where  I  believe 
we  ought  to  have  more  time,  if  possible,  before  authorizations  and 
appropriations  are  handled. 

Mr.  McNeil.  Going  back  to  the  thought  that  I  expressed  a  moment 
ago,  maybe  it  would  be  asking  too  much,  but  if  the  House  and  Senate 
jointly  could  have  a  professional  staff  of  6,  8  or  10  knowledgeable 
specialists  in  particular  fields  whether  it  be  personnel,  consumption- 
type  material,  aircraft  or  electronics,  so  that  they  kept  abreast  of  the 
program,  then  when  the  hearings  were  opened,  I  think  their  attention 
would  be  directed  to  developing  policy-type  questions,  and  the  staff 
^  could  have  ascertained  the  reasonable  accuracy  of  our  proposals,  as 
^  far  as  the  detail  was  concerned,  and  it  might  be  helpful  to  all  sides. 

Senator  Symington.  I  would  agree  with  that. 

Mr.  McNeil.  I  would  urge - 

Senator  Symington.  Would  you  object,  for  example,  to  this  as  an 
academic  approval?  Suppose  the  House  Military  Subcommittee  of 
the  House  Appropriations  Committee  assigned  a  man  to  the  3  serv¬ 
ices,  because  your  budget  originates  in  the  3  services  prior  to  it  being 
presented  to  the  Secretary  of  Defense ;  right  ? 

Mr.  McNeil.  Yes. 

Senator  Symington.  And  that  that  man  followed  the  reasons  why 
the  budget  proposals  were  what  they  were.  In  your  meetings,  he 
would  have  absolutely  no  authority.  In  fact,  it  would  be  understood 
that  he  did  not  talk;  he  just  registered.  And  then  he  would  come  to 
you  or  somebody  you  assigned  for  clarification  after  the  meetings  in 
question.  But  then  he  could  come  back  and  report  to  Congressman 
Mahon  and  Congressman  Cannon,  the  chairman  of  the  full  committee, 
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or,  if  it  is  shifted  around,  Congressman  Wigglesworth  and  Congress¬ 
man  Taber,  and  they  would  have  a  feel  of  it  as  the  budget  was  formu¬ 
lated,  you  see  ?  That  is  my  only  thought  about  it. 

Mr.  McNeil.  Well,  I  do  not  believe  it  should  go  quite  that  far.  I 
would  think  not  as  far  as  participating  in  the  decisions,  even  as  an 
observer.  I  see  nothing  to  prevent,  however,  such  a  staff  member 
having  program  information  by  living  there  and  following  programs 
constantly,  let  us  say,  the  electronic  program  constantly  all  the  way 
through,  so  that  he  became  knowledgeable,  but  without  getting  into 
the  phase  of  the  question  dealing  with  participating  in  decision  meet¬ 
ings  even  as  an  observer. 

Senator  Symington.  Would  he  be  more  knowledgeable?  Except 
for  Senators  with  a  genius  for  figures,  like  Senator  Byrd,  or  I  re¬ 
member  Senator  Case  when  he  was  on  that  committee  in  the  House 
had  a  very  rapid  grasp  of  it — it  seemed  to  me  that  the  average  Senator 
would  have  a  better  understanding  of  what  they  were  putting  up 
these  billions  upon  billions  of  dollars  for.  That  is  the  basis  of  the 
thought. 

Mr.  McNeil.  For  my  part,  I  would  welcome  a  more  intimate  inter¬ 
est  by  the  two  Appropriations  Committees  on  a  year-round  basis 
than  we  have  had.  It  would  be  helpful  if  it  could  be  handled  by  one 
single  joint  staff  although  I  do  not  know  whether  that  is  possible. 
One  of  the  real  problems  that  we  have— and  I  think  you  probably 
experienced  it  some  years  ago  yourself — is  a  considerable  number  of 
different  groups  of  people  looking  into  our  programs,  but  frequently 
just  shallowly,  because  they  do  not  have  time  to  spend  on  it.  It  would 
be  helpful  for  us  to  have  fewer  groups— as,  for  example,  a  single 
joint  staff — on  a  continuing  but  more  thorough  basis. 

Senator  Symington.  Right. 

Mr.  McNeil.  And  so  if  we  could  get  a - 

Senator  Symington.  And  all  the  way  back  to  the  Yoorhees  com¬ 
mittee  days.  Ho  you  remember? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  Now,  let  me  ask  this.  Would  you  be  good 
enough  to  furnish  this  subcommittee  with  a  statement  along  these 
lines,  which  would  not  in  any  way  commit  you,  but  to  express,  if  it 
were  done,  what  your  thoughts  were  as  to  the  best  way  of  doing  it  ? 

Mr.  McNeil.  Yes. 

Senator  Symington.  Senator  Martin,  would  you  have  any  objec¬ 
tion  to  that,  sir  ? 

Senator  Martin.  Not  at  all. 

Senator  Symington.  Without  objection,  then,  the  subcommittee 
will  request  that  the  Department  of  Defensse  and  its  Assistant  Sec¬ 
retary  in  charge  of  the  money  will  give  the  subcommittee  his  idea  as 
to  how  this  aspect  of  budget  procedure  could  be  best  handled  from 
the  standpoint  of  more  time,  which  would  automatically  mean  more 
knowledge  on  the  part  of  the  authorization  committees  and  the  Ap¬ 
propriations  Committees  regarding  the  budget  of  the  year  in  ques¬ 
tion.  (The  information  requested  regarding  a  joint  staff  for  the 
Apropriations  Committees  of  the  Senate  and  the  House  of  Represent¬ 
atives  follows :) 
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Assistant  Secretary  of  Defense 
WASHINGTON  2  5,  1).  C. 

In  the  course  of  my  appearance  before  your  committee  on  S.  3188,  it  was  in¬ 
dicated  that  your  committee  would  desire  to  have  my  personal  views  as  to  how 
the  appropriate  committees  of  Congress  might  best  secure  a  more  meaningful 
and  comprehensive  understanding  of  the  legislative  and  appropriation  re¬ 
quests  presented  to  the  Congress.  Because  the  question  was  developed  during 
consideration  of  accounting  and  budgetary  aspects,  it  is  assumed  that,  while 
the  word  “legislative”  was  used  that  any  contribution  that  I  might  be  expected 
to  make  would  be  primarily  from  the  budgetary  aspects  and  as  it  affects  the 
Appropriations  Committees. 

Generally,  the  problem  would  deal  with  the  preparation,  presentation,  and 
subsequent  consideration  by  the  Congress  of  requests  for  appropriations,  and 
it  seems  to  me  that  it  can  be  subdivided  into  two  rather  clear-cut  phases.  The 
first,  dealing  with  the  preparation  and  presentation  of  the  budget  has  many 
facets.  By  the  enactment  of  title  IV  of  the  National  Security  Act,  as  amended, 
the  Congress  indicated  rather  clearly  that  the  performance-type  budget  was 
to  be  adopted.  The  performance  budget  contemplates  that  all  costs  relating  to 
a  logical  and  identifiable  program  lie  included  as  a  project  or  a  budget  program, 
that  there  be  a  logical  grouping  of  projects  or  budget  programs  by  the  primary 
functions  of  the  military  departments,  and  that  there  be  a  segregation  between 
capital  and  current  operating  costs.  These  are  the  most  important  elements 
for  proper  consideration  both  within  the  executive  branch  and  by  the  Appro¬ 
priations  Committees  of  the  Congress. 

While  there  is  considerable  work  yet  to  be  done,  considerable  progress  has 
been  made  toward  this  objective  in  all  the  services.  The  most  recent  example 
of  an  individual  step  toward  this  objective  was  the  development  and  presenta¬ 
tion  to  the  Appropriations  Committee  of  the  House  of  Representatives,  of  a 
revised  structure  for  the  maintenance  and  operation  appropriation  for  the  Army. 
The  fiscal  year  1958  budget  is  to  be  submitted  with  all  pertinent  costs  of  some 
35  identifiable  programs,  each  complete  in  itself.  During  fiscal  year  1957,  the 
Army’s  efforts  in  this  would  be  devoted  toward  making  the  transition.  It  is  my 
belief  that  when  this  is  effected  for  the  first  time  we  will  have  a  completely 
understandable  and  largely  simplified  structure  for  the  presentation  of  the  ap¬ 
propriation  request. 

There  are  many  additional  steps  being  taken  to  resolve  this  problem  of  making 
an  understandable  budget  and  program  presentation.  One  is  development  of  a 
system  that  gives  proper  measures  of  consumption.  Real  progress  is  being  made 
in  this  direction  by  establishment  of  the  stock  fund  principle  in  all  three  mili¬ 
tary  departments.  This  principle,  simply  stated,  means  that  material  of  a  con¬ 
sumption  nature  taken  off  the  shelf  for  use  is  charged  to  the  current-using  appro¬ 
priation,  thus  providing  both  better  knowledge  and  increased  control  by  the 
Department  and  the  Congress  of  expenditures  in  the  broad  field  of  maintenance 
and  operation. 

Another  step  of  a  similar  nature  is  the  expanding  application  of  the  principle 
of  financing  industrial  and  commercial-type  activities  by  working  capital  funds — 
sometimes  loosely  termed  the  “corporate  principle.”  This  provides  a  customer- 
supplier  relationship  and,  at  the  same  time,  provides  a  simple  and  effective  way 
of  ascertaining  the  costs  of  goods  and  services  produced  by  Government-operated 
activities.  An  additional  large  segment  of  this  program  was  approved  by  the 
House  Appropriations  Committee  in  its  report  on  the  Department’s  request  for 
appropriations  for  fiscal  year  1957. 

The  adoption  of  a  system  providing  for  financial  accounting  for  property  and 
resultant  improvement  in  inventory  management  represents  additional  progress 
toward  the  desired  objectives. 

I  would  like  to  repeat  that  all  of  the  above  are  excellent  steps  under  any  kind 
of  organizational  or  procedural  plan  for  proper  preparation,  presentation,  and  con¬ 
sideration  of  the  Departments’  budget  request,  and  I  am  in  full  accord  with  the 
committee  report  at  the  time  of  enactment  of  title  IV  which  stated  that  “The  per¬ 
formance  budget  does  not  dilute,  but  strengthens,  legislative  control  and  respon¬ 
sibility”  and  again  where  the  committee  said  “As  a  matter  of  fact,  the  perform¬ 
ance  budget  sharpens  congressional  control  over  the  Department  of  Defense  by 
giving  more  comprehensive  and  reliable  information”  and  that  “it  affords  the 
individual  Members  of  Congress  the  means  of  understanding  what  the  Military 
Establishment  is  doing  and  what  the  costs  are.” 
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The  second  part  of  the  overall  problem,  it  seems  to  me,  deals  with  the  organi¬ 
zational  and  procedural  aspects  of  congressional  consideration  of  the  depart¬ 
mental  appropriation  requests.  As  I  mentioned  in  my  testimony  of  March  27, 
I  do  not  believe  it  would  be  particularly  helpful  to  consider  a  plan  which  con¬ 
templated  congressional  staff  representation  in  the  course  of  the  preparation  and 
formulation  of  requests  to  be  made  of  the  Congress,  to  the  extent  of  participating 
in  decisions  that  were  being  made  as  to  executive  branch  recommendations  which 
were  subsequently  to  be  made  to  the  Congress. 

During  my  testimony  I  did  state,  however,  and  would  like  to  repeat,  that  I 
have  personally  felt  that  it  would  be  helpful  if  the  Appropriations  Committees, 
simpler  method  of  understanding  the  various  aspects  of  our  programs  and  the 
underlying  policies  related  thereto,  and  that  a  small  staff  of  specialists  in  the 
various  fields  of  procurement,  personnel  research,  etc.,  might  be  of  substantial 
assistance  to  the  committees.  Presently,  the  competent,  hardworking  staffs  of 
the  two  Appropriations  Committees  have  little  time  to  pursue  on  a  continuing 
and  specialized  basis  the  underlying  aspects  of  the  many  various  important 
programs  of  the  Department. 

In  the  past,  the  committee  chairmen  have,  on  numerous  occasions,  named  what 
might  be  termed  “ad  hoc”  committees  or  groups  to  examine  our  requests  and  the 
Underlying  policies.  For  the  most  part,  the  personnel  chosen  from  outside  sources 
have  been  competent,  but  in  each  instance  have  had  the  disadvantage  of  having 
to  pick  up  from  the  beginning  and  file  their  reports  at  the  end  of  2  or  .3  months. 
It  would  seem  to  me  that  rather  than  depend  on  short-time  specialists’  efforts 
in  this  regard,  the  committees  could  be  assisted  by  a  small  group  of  specialists 
working  on  a  continuing  basis  under  the  supervision  of  the  present  staff  directors 
to  analyze  requests  and  relate  them  to  underlying  policies,  thus  providing  com¬ 
mittee  members  with  less  individual  effort  on  their  part  with  the  basis  for  a 
comprehensive  understanding,  review,  and  interrogation.  Naturally,  from  the 
point  of  view  of  the  Department,  it  would  be  helpful  if  such  a  continuing  analysis 
and  review  could  be  made  by  a  single  group  under  the  joint  staff  direction  of  both 
committees.  However,  the  manner  and  the  extent  to  which  the  Appropriations 
Committees  desire  to  pursue  their  analysis  and  review  is  a  matter  entirely  within 
their  province. 

W.  J.  McNeil 

Mr.  McNeil.  Would  I  be  getting  into  hot  water  if  I  suggested - 

Senator  Symington.  We  can  go  off  the  record. 

Mr.  McNeil.  In  such  a  statement  that  it  would  be  nice  if  the  two 
committees  could  have  a  single  stall.  Is  that  asking  too  much? 

Senator  Symington.  Not  at  all. 

Mr.  McNeil.  I  do  not  mean - 

Senator  Symington.  I  do  not  know  that  it  would  be  agreed  to,  but  I 
personally  see  no  objection  to  it.  It  would  just  be  a  question  of  the  divi¬ 
sion  of  the  legislative  responsibility,  just  as  we  talk  about  the  division 
of  powers  in  other  matters.  Nobody  in  the  Government  has  had  as 
much  experience  as  you  have  had  now  in  this  feature  of  the  overall 
Defense  Department  picture,  because  you  have  been  with  it  since  the 
beginning  and  you  had  great  experience  before  the  three  services  were 
combined  into  the  Department  of  Defense.  I  think  the  subcommittee 
would  be  tremendously  interested  in  anything  that  you  might  have 
today  on  any  basis  as  to  how  the  Congress  can  have  a  better  chance 
to  analyze  the  budget  before  we  are  obligated  to  pass  on  it. 

Mr.  McNeil.  I  would  be  glad  to,  sir. 

Senator  Symington.  On  the  military  budget. 

Mr.  McNeil.  Incidentally,  when  I  mentioned  one  staff,  I  did  not 
mean  that  each  Appropriations  Committee  would  not  have  its  own 
staff  to  handle  their  respective  bills.  I  was  merely  thinking  of  the 
single  staff  for  specialists  in  these  different  technical  or  program  fields. 

Senator  Symington.  I  understand  that.  And  the  whole  budget 
system  in  the  Congress  is  a  fluid  and  functional  one,  where  there  is 
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a  close  relationship  that  ultimately  becomes  completely  identified  as 
a  result  of  conferences  in  the  event  of  possible  disagreements. 

Mr.  McNeil.  Yes.  I  would  like  to  think  our  budget  would  be 
accepted  by  the  Congress  on  the  basis  of  knowledge  that  it  was  sound 
all  the  way  through  and  there  were  good  reasons  for  tilings  that  were 
being  done. 

Continuing  with  section  2  (b)  of  the  bill,  this  section  would  amend 
section  113  of  the  Budget  and  Accounting  Act  to  require  each  agency 
to  maintain  its  accounts,  on  an  accrual  basis  in  accordance  with  stand¬ 
ards  prescribed  by  the  Comptroller  General,  to  show  currently,  com¬ 
pletely,  and  clearly  the  costs,  resources,  and  liabilities  of  such  agency. 
It  is  further  provided  that  the  accounting  system  required  shall  in¬ 
clude  monetary  property  accounting  records.  These  accounting  re¬ 
quirements  naturally  should  accompany  the  use  of  the  cost  basis  of 
budgeting. 

It.  is  doubtless  not  intended  to  imply  that  an  agency  should  maintain 
its  accounts  exclusively  on  an  accrual  basis,  because  that  would  mean 
the  agency  would  not  maintain  its  accounts  on  the  basis  of  available 
appropriations  and  administrative  subdivisions  thereof  in  the  manner 
otherwise  directed  by  the  Congress  in  order  to  prevent  the  overobliga¬ 
tion  of  funds  and  incurring  of  deficiencies  prior  to  the  recording  of 
costs  or  liabilities  in  the  accounts  on  the  accrual  basis.  In  order  to 
adequately  control  its  funds,  each  agency  must  continue  to  account 
for  obligations  incurred  in  advance  of  costs.  In  other  words,  it  must 
go  beyond  the  accrual  basis  of  accounting  as  generally  practiced  in 
industry. 

Senator  Symington.  Now,  I  am  sorry,  but  I  do  not  quite  under¬ 
stand  that — 

In  order  to  adequately  control  its  funds,  each  agency  *  *  * 

When  you  use  the  word  “agency,”  do  you  mean  each  service? 

Mr.  McNeil.  Each  department. 

Senator  Symington.  Each  department;  each  service,  in  effect. 

Mr.  McNeil.  Yes. 

Senator  Symington.  Including  the  Department  of  Defense? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  You  could  consider  the  Marine  Corps  from 
this  standpoint  as  part  of  an  agency  ? 

Mr.  McNeil,  Yes,  sir;  or  any  other  executive  department. 

Senator  Symington.  I  see.  You  say : 

In  order  to  adequately  control  its  funds,  each  agency  must  continue  to  account 
for  obligations  incurred  iu  advance  of  costs.  In  other  words,  it  must  go  beyond 
the  accrual  basis  of  accounting  as  generally  practiced  in  industry. 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  I  am  not  quite  sure  I  understand  that. 

Mr.  McNeil.  Well,  if  Congress  provides  us  $1  billion  to  maintain 
and  operate  1,000  posts,  camps,  and  stations  scattered  around  the 
world,  we  cannot  use  over  $1  billion.  We  must  have  the  mechanism  to 
see  that  we  do  not. 

Senator  Symington.  Unless  you  come  in  for  a  supplemental. 

Mr.  McNeil.  Yes,  that  is  correct.  But  would  the  Congress  desire  us 
to  let  each  station  commander  spend  whatever  he  chose  on  an  accrual 
basis  and  then  add  up  the  costs,  and  if  we  are  short,  come  up  and  ask 
for  more  money? 
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Senator  Symington.  Yes.  But  I  used  to  have  about  100  distribu¬ 
tors  all  over  the  country,  and  they  were  given  certain  allowances. 
Believe  me,  there  was  no  idea  that  we  would  approve  any  excess  above 
that  allowance  unless  they  came  to  us  and  justified  it. 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  So  I  do  not  quite  see  the  difference  between  the 
cost  control  of  industry  and  the  cost  control  of  Government  in  that 
particular  case. 

Mr.  McNeil.  There  is  a  difference.  It  is  not  too  great  a  difference. 
But  many  people,  when  they  loosely  talk  about,  “Well,  we  will  just  go 
on  the  accrual  basis,”  think  that  is  the  solution.  But  there  must  be  also 
the  mechanism  which  you  use  in  business,  but  in  business  if  your  sales 
went  up,  you  could  authorize  them  to  go  further ;  in  our  case,  we  can¬ 
not  do  it  just  within  ourselves  beyond  the  limit  that  Congress  has 
authorized.  Our  control  has  to  be  a  little  sharper. 

Senator  Symington.  I  see.  You  think  in  business  you  could  do  it 
probably  on  the  premise  that  the  President  had  trust  and  confidence 
of  the  board  of  directors?  You  could  do  it  as  an  Executive  deci¬ 
sion — 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  Whereas  here  under  the  law  you  must  get  the 
approval  of  your  board  of  directors,  which  in  this  case  is  the  Con¬ 
gress  :  is  that  your  point  ? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  I  see. 

Mr.  McNeil.  Therefore,  our  control  has  to  be  a  bit  more  precise. 

Senator  Symington.  And  formal? 

Mr.  McNeil.  And  formal. 

Senator  Symington.  I  see. 

Mr.  McNeil.  That  is  really  the  point  we  are  making. 

Senator  Symington.  I  think  I  stopped  you  at  “moreover.” 

Mr.  McNeil.  Moreover,  it  is  necessary  that  each  agency  shall  main¬ 
tain  accounts  on  a  cash  basis,  as  also  required  by  the  Congress,  in 
accounting  for  appropriations  on  the  books  of  the  Treasury,  in  de¬ 
termining  the  annual  cash  surplus  or  deficit  of  the  Government  as  a 
whole,  and  in  order  to  account  for  expenditures  in  relation  to  amounts 
budgeted. 

There  has  also  been  some  misunderstanding  on  the  part  of  some 
accountants  outside  the  Federal  Government  of  the  special  account¬ 
ing  needs  of  the  Government  and  some  impatience  with  the  mainte¬ 
nance  of  the  obligation  and  expenditure  bases  of  accounting. 

Senator  Symington.  Now,  you  were  so  clear  in  your  previous  defini¬ 
tion  that  I  would  appreciate  your  dwelling  on  this  a  little  bit. 

Mr.  McNeil.  Well,  during  discussions  with  several  groups  from 
outside  accounting  firms,  and  some  from  business,  there  has  been 
some  impatience  with  the  fact  that  we  felt  we  had  to  maintain  control 
over  obligations,  and  to  see  that  we  did  not  obligate  more  than  Congress 
gave  us  for  a  particular  service  or  program. 

Senator  Symington.  This  bill  from  that  standpoint  would  help 
you  a  little  bit,  would  it  not  ? 

Mr.  McNeil.  I  do  not  see  where  it  would  help  it,  sir.  I  do  not 
believe  that  would  change. 

Senator  Symington.  Well,  let  us  see,  now.  You  would  have  a 
direct  return  on  your  expenditure  situation  on  the  basis  of  one-fifth  of 
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a  5-year  program.  That  might  tend  to  make  you  more  careful  in 
your  estimating,  that  you  say  has  been  so  much  improved,  as  against 
your  actual  needs.  I  think  that  is  pretty  direct.  I  will  agree  with 
you. 

Mr.  McNeil.  There  have  been  those  also  who,  while  recognizing 
requirements  for  maintenance  of  accounts  on  the  basis  of  obligations 
and  expenditures,  have  proposed  the  maintenance  of  separate  account¬ 
ing  systems  on  the  accrual  basis,  including  resources,  liabilities,  and 
cost  of  operations,  independent  of,  or  overlapping  the  accounting  for 
the  appropriated  funds  for  which  the  agency  is  accountable.  J  n  gen¬ 
eral,  it  is  usually  proposed  that  such  separate  accounts  be  reconciled 
with  the  appropriated  fund  accounts  so  far  as  obligations  and  costs 
are  concerned,  but  generally  there  is  no  consideration  given  to  account¬ 
ing  for  resources  and  liabilities  in  relation  to  the  specific  appropriation 
and  fund  subdivisions. 

I  can  add  a  bit  to  that.  We  have  had  several  proposals  made  that 
accounting  should  be  done  on  the  accrual  basis  without  regard  to  the 
source  of  funds.  We  believe  that  any  accounting  system  we  establish 
on  the  cost  basis  must  tie  in  to  the  way  you  people  give  us  the  money, 
and  do  it  in  a  single  system. 

I  hate  to  take  the  time  of  your  subcommittee  with  this  type  of  de¬ 
tailed  discussion,  but  this  is  one  of  the  points  that  has  caused,  I  would 
say,  some  delay  in  going  ahead  with  a  firm  program  for  fiscal  improve¬ 
ment  in  the  executive  department. 

Senator  Symington.  As  long  as  you  understand  my  position  on  this, 
speaking  for  myself  only,  I  do  not  think  you  can  have  a  more  impor¬ 
tant  hearing  than  this  on  the  Hill,  because  if  we  do  not  somehow  get 
the  record  out  so  that  wTe  start  building  in  the  Department  of  Defense 
on  the  basis  of  progress,  the  free  world,  from  the  standpoint  of  de¬ 
fense,  is  going  to  lose.  And  the  only  way  I  know  to  earn  more  money 
if  your  sales  stay  the  same  and  you  have  these  long-term  programs,  is 
to  reduce  your  costs. 

So  what  we  are  really  talking  about  here  is  how  to  get  more  defense 
for  the  taxpayers’  dollar ;  is  that  not  correct? 

Mr.  McNeil.  That  is  correct,  sir. 

Senator  Symington.  And  what  could  be  more  important  than  that, 
with  the  whole  concept  of  our  way  of  life  in  the  balance?  So  don’t  you 
worry  about  the  time  you  take. 

Mr.  McNeil.  This  gets  a  bit  on  the  technical  side,  and  I  did  not 
want  to  lead  you  in  too  much  detail.  But  we  are  getting  at  the  heart 
of  some  of  the  reasons  we  have  not  adopted  the  incomplete  accrual 
plan  and  gone  ahead  with  it,  I  believe. 

While  we  agree  that  the  use  of  the  accrual  basis  of  accounting  is 
desirable  to  the  extent  of  providing  the  same  basis  of  accounting  as  re¬ 
quired  for  budgeting  on  a  cost  basis,  we  believe  it  is  important  that 
there  be  no  indication  in  the  bill  of  either  implying  possible  elimination 
of  the  obligation  and  expenditure  basis  of  accounting  for  funds  or  any 
possible  requirement  to  duplicate  such  accounting  through  the  use  of 
another  system,  even  with  the  understanding  that  there  be  reconcilia¬ 
tions'  between  the  two  systems.  The  accrual  basis  of  accounting  can 
be  integrated  within  the  basis  of  fund  accounting  without  the  use 
of  any  separate  system  of  accounts,  nor  requirement  for  a  reconcilia¬ 
tion  between  separate  cost  and  obligation  accounts.  Such  integration 


194 


BUDGETING  AND  ACCOUNTING 


is  often  facilitated  by  the  use  of  revolving  funds,  as  in  the  Department 
of  Defense,  for  financing  inventories  of  consumable  materiel  and  pro¬ 
duction  of  goods'  and  services  in  industrial  and  commercial -type 
activities,  for  sale  to  activities  financed  by  appropriated  funds. 

The  proposed  bill  would  provide  that  the  Comptroller  General  pre¬ 
scribe  standards  for  implementing  the  provisions  for  establishing  the 
accrual  basis  of  accounting.  We  believe  this  responsibility  should  be 
in  the  executive  branch  of  the  Government,  in  the  Director  of  the  Bu¬ 
reau  of  the  Budget.  Such  standards  are  not  separable  from  standards 
for  the  cost  basis  of  budgeting. 

Senator  Symington.  Let  us  get  into  that  just  a  minute  here:  “The 
proposed  bill  would  provide  that  the  Comptroller  General  prescribe 
standards  for  implementing  the  provisions  of  establishing  the  accrual 
basis  of  accounting.” 

Now,  what  do  you  mean  by  that,  Mr.  McNeil  ?  That  is  nice  language 
there,  but  I  can’t  quite  follow  it. 

Mr.  McNeil.  It  is  stated  in  section  2  (b)  of  the  bill,  and  my  point 
that  I  wanted  to  make,  sir,  was  along  the  lines  we  discussed  about  an 
hour  ago.  I  think  we  have  accounting  tie-in  to  a  financial  structure 
in  such  a  way  as  to  encourage  or  force  management  decisions.  And 
there  is  too  much  of  a  tendency  sometimes  to  develop  accounting  for 
accounting’s  sake — to  see  that  two  columns  balance - 

Senator  Symington.  I  will  agree  with  that. 

Mr.  McNeil.  Instead  of  gearing  it  so  that  the  boss  can  better  run 
the  business. 

Senator  Symtngton.  I  will  agree  with  that.  In  other  words,  it  is 
a  straight  recording  pronosition  to  assure  that  you  have  not  done 
anything  unethical  or  illegal,  but  no  real  effort  to  improve  your 
performances  or  your  operations  as  a  result  of  the  figures  that  you 
hav°  recorded;  is  that  correct? 

Mr.  McNeil.  And  while  the  Comptroller  General  has  some  very 
excellent  people,  and  he  himself.  I  think,  is  quite  competent,  my  point 
is  this,  that  the  emphasis  there  in  that  agencv  must  be,  and  properly 
shoidd  be,  on  accounting  and  audit.  But  I  think  the  emphasis  in 
our  Department  has  to  be  on  getting  figures  that  help  senior  com¬ 
manders,  secretaries,  and  managers  to  be  better  able  to  run  the 
business. 

So  I  wonld  like  to  put  the  emphasis  on  that,  but  certainlv  would 
exneci  the  Comptroller  General  to  examine  them  to  see  whether  they 
satisfied  good  accounting  objectives — that  is  fine — and  if  they  did  not, 
take  action  with  you  people  to  bring  us  into  line. 

That  is  all  right.  But  I  want  to  repeat,  I  want  the  emphasis  on 
accounting  to  run  the  business,  and  not  for  accounting’s  sake  alone. 

Senator  Symington.  I  would  like  to  make  a  comment.  But  before 
I  do.  would  vou  comnlete  reading  at  the  top  of  page  9  ? 

Mr.  McNeil.  I  did  not  understand  you. 

Senator  Symington.  I  said,  I  think  you  stopped  at  “we  believe”  at 
the  top  of  cage  9. 

Mr.  McNeil.  Yes.  I  have  just  covered  the  balance  of  that  para¬ 
graph  in  mv  comments,  sir. 

Senator  Symington.  Will  vou  read  it  again  to  be  sure? 

Mr.  McNeil.  We  believe  that  this  resnonsibilitv  should  be  in  the 
executive  branch  of  the  Government,  I  think  in  the  Director  of  the 
Bureau  of  the  Budget. 
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The  standards  for  accounting,  I  think,  have  to  be  such  that  they  tie 
in  to  the  cost  basis  of  budgeting,  or  whatever  system  of  budgeting 
you  are  using. 

What  I  am  really  saying  is  that  I  think  it  is  an  executive  branch 
job,  because  it  is  a  management  job. 

Senator  Symington.  Nobody  has  more  respect  for  the  General  Ac¬ 
counting  Office  than  I  have  under  its  great  former  manager,  the 
Honorable  Lindsay  Warren,  and  also  under  its  present  fine  man¬ 
ager,  the  present  Comptroller.  But  what  you  are  saying  here  is  that 
you  believe  that  the  functioning  cost  sj^stems  incident  to  the  handling 
of  the  Department  of  Defense  are  an  administrative  matter  for  the 
executive  branch  if  you  are  going  to  get  management  control  through 
cost  control ;  is  that  correct  ? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  And  you  do  not  believe  that  the  General  Ac¬ 
counting  Office  should  reach  into  the  methods  used,  although  they, 
of  course,  have  full  supervision  over  the  results? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  Is  that  correct? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  I  am  inclined  to  agree  with  you  on  the  prin¬ 
ciple  involved. 

Mr.  McNeil.  Yes,  sir. 

1  want  to  add  that  the  Comptroller  General  and  the  General  Ac¬ 
counting  Office  have  been  of  great  help  to  us,  back  during  the  war 
and  since.  That  is  why  I  said  that  they  have  some  very  fine  people. 

Senator  Symington.  There  is  no  better  organization  in  Govern¬ 
ment. 

Mr.  McNeil,  I  do  not  think  they  need  confine  themselves  strictly 
to  audit  in  the  narrow  sense,  but  rather  audit  and  reporting  to  you 
as  the  board  of  directors,  as  to  whether  our  systems  are  working,  and 
so  forth.  That  is  fine. 

Senator  Symington.  And  if  they  get  too  far  into  the  details  of 
your  method  of  cost  control  or  management  control  through  cost 
control,  then  in  effect  they  are  assuming  an  authority  for  which  they 
do  not  have  the  responsibility? 

Mr.  McNeil.  That  is  correct,  sir. 

Senator  Symington.  Is  that  right? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  I  might  add,  Senator,  that  the  Secretary  and 
I  have  never  discussed  this  matter  before.  At  least,  if  we  have,  it 
was  not  less  than  6  years  ago. 

Mr.  McNeil.  Six  years  ago. 

Senator  Martin.  You  are  doing  all  right. 

Mr.  McNeil.  For  these  reasons  we  suggest  a  complete  restatement 
of  the  proposed  section  113  (c)  as  follows — something  along  these 
lines : 

(c)  As  soon  as  practicable  after  the  date  of  enactment  of  this  subsection, 
the  head  of  each  executive  agency  shall,  in  accordance  with  standards  pre¬ 
scribed  by  the  Director  of  the  Bureau  of  the  Budget,  cause  the  accounts  of 
such  agency  to  be  so  maintained  as  to  show  completely  and  clearly  all  expend¬ 
able  resources,  liabilities,  available  balances,  and  costs  incurred  as  well  as  obli¬ 
gations  incurred,  under  each  appropriation  and  allocation  or  allotment  thereof, 
with  a  view  to  facilitating  the  preparation  of  agency  reports  to  include  cost 


196 


BUDGETING  AND  ACCOUNTING 


data  as  required  by  section  216  of  tlie  Budget  and  Accounting  Act  of  1921. 
In  addition,  the  accounting  system  required  shall  include  adequate  monetary 
property  accounting  records,  integrated  with  the  appropriated-fund  accounts. 
Wherever  desirable  to  facilitate  this  integration,  the  use  of  revolving  funds 
shall  be  encouraged  to  finance  procurement  and  inventories  of  consumable  ma¬ 
teriel  and  production  of  goods  and  services  for  sale  on  a  reimbursable  basis 
to  consuming  activities  linaneed  by  appropriated  funds. 

1  want  to  touch  on  a  point  there.  In  my  experience,  I  have  found 
that  the  use  of  revolving  funds  to  maintain  inventories  of  consump¬ 
tion-type  materiel  is  one  of  the  greatest  steps  forward  in  encouraging 
both  better  management  of  inventories,  the  adoption  of  better  mer¬ 
chandising  methods,  as  well  as  providing  one  of  the  finest  methods 
for  measuring  the  value  of  materiel  consumed  in  getting  a  job  done, 
and  it  is  virtually  automatic.  It  is  virtually  automatic  because  when 
it  is  sold  for  consumption,  you  have  a  measure  of  what  it  has  taken  to 
get  that  job  done.  And  in  effect  it  fits  right  into  a  system  of  budgeting 
on  the  basis  of  cost  of  consumption. 

Senator  Symington.  Yes. 

Mr.  McNeil.  So  we  feel  that  every  place  where  we  have  established 
a  revolving  fund,  we  have  made  real  profit  for  Uncle  Sam. 

It  takes  some  time  to  shake  it  down,  and  people  have  to  set  used  to 
handling  it,  but  wherever  it  has  been  installed  and  properly  operated 
it  has  been  working  very  well. 

Nowt,  section  2  (c)  of  the  act  would  further  amend  the  Budget  and 
Accounting  Act  by  adding  section  120  to  establish  in  the  Bureau  of 
the  Budget  under  the  supervision  of  the  Director  thereof,  a  staff' 
Office  of  Accounting,  the  head  of  which  shall  be  the  Assistant  Director 
of  Accounting. 

The  Department  of  Defense  sees  merit  in  this  recommendation  from 
the  standpoint  that  it  would  provide  a  better  means  of  effecting 
improved  integrated  budgeting  and  accounting  for  the  Government 
as  a  whole,  and  this  would  have  an  impact  upon  the  Department  of 
Defense  as  well  as  other  Government  agencies.  Logically,  the  func¬ 
tions  of  budgeting  and  accounting  improvements  go  hand  in  hand 
and  both  are  properly  placed  within  the  executive  branch  of  the 
Government.  Therefore,  if  legislation  is  believed  necessary,  we  be¬ 
lieve  it  desirable  that  the  Budget  and  Accounting  Act  be  amended, 
consistent  with  the  establishment  of  this  function  in  the  Bureau  of 
the  Budget,  to  provide  that  all  budgeting  and  accounting  principles 
and  standards  should  be  established  by  the  Director  of  the  Bureau  of 
the  Budget  in  the  executive  branch  of  the  Government  rather  than  by 
the  Comptroller  General. 

And,  I  might  add,  for  the  reasons  we  discussed  a  moment  ago. 

Senator  Symington.  Yes.  In  effect,  the  General  Accounting  Office 
is  an  arm  of  the  Congress ;  is  it  not  ? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  And  the  Director  of  the  Bureau  of  the  Budget 
is  an  arm  of  the  executive  ? 

Mr.  McNeil.  That  does  not  mean  that  day  after  day  they  cannot 
be  very  helpful,  and  we  might  turn  to  them  for  assistance  some  time. 

Senator  Symington.  Yes. 

Mr.  McNeil.  The  proposed  bill  would  also  amend  the  Budget  and 
Accounting  Act  by  adding  section  121  which  would  establish  require¬ 
ments  for  the  head  of  each  executive  agency  to  appoint  a  comptroller 
to  be  directly  responsible  to  him. 
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Senator  Symington.  Who  is  “him”? 

Mr.  McNeil.  That  is  intended  to  mean  the  head  of  the  agency,  each 
department  of  Government. 

Senator  Symington.  In  other  words,  it  would  refuse  him  the  power 
of  executive  delegation;  is  that  right? 

Mr.  Bordner.  No. 

Mr.  McNeil.  No.  I  think,  sir,  we  have  used  the  word  “him”  and 
we  should  have  said  “the  comptroller  responsible  to  the  head  of  such 
executive  agency.”  We  are  just  defining  “him.” 

Senator  Symington.  Yes.  But  when  you  say  “the  head  of  such 
executive  agency,”  you  preclude  his  being  able  to  delegate  that  respon¬ 
sibility  to  anybody  in  the  department;  do  you  not? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  And  that  is  a  management  decision  that  you 
are  going  to  establish  b}r  legislation;  is  it  not? 

Mr.  McNeil.  Yes;  that  would  be  the  result  of  it.  However,  I 
do  feel  that  the  Comptroller  in  our  Department,  the  Comptroller 
of  the  Air  Force,  should  report  to  the  head  of  the  Department,  and 
in  the  field  the  Comptroller  should  report  to  the  commander. 

Senator  Symington.  But  then  you  get  into  this  problem  that  we 
had,  where  the  question  was:  Was  he  to  be  a  civilian  or  was  he  to  be 
a  military  man?  And  I  think  we  decided  that  if  the  No.  1  man 
was  to  be  a  civilian,  the  No.  2  man  had  to  be  a  military  man,  and  vice 
versa;  is  that,  right? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  Is  that  still  the  way  it  is? 

Mr.  McNeil.  That  is  still  the  way  it  is.  But  I  did  not  care  whether 
he  was  military  or  civilian,  as  long  as  we  got  the  best  man  for  the  job. 

Senator  Symington.  Yes.  But  my  only  point  is  that  if  you  have  a 
lieutenant  general  as  the  Comptroller,  it  is  pretty  difficult  to  segre¬ 
gate  him  from  the  chain  of  command  and  put  him  under  the  Secretary 
of  the  Air  Force  or  the  Secretary  of  the  Navy.  This  would  seem 
to  be  an  arbitrary  law  that  that  is  what  you  have  to  do  if  you  made  a 
military  man  Comptroller. 

Mr.  McNeil.  Well,  that  problem  would  arise,  sir.  Of  course,  in 
title  IV  of  the  National  Security  Act,  we  already  have  this  legislation 
in  the  Department  of  Defense. 

Senator  Symington.  When  the  subject  came  up,  I  think  that  some 
of  us  felt  that  the  important  thing  to  do  was  to  get  the  right  man, 
and  not  to  have  any  arbitrary  establishment  that  he  had  to  be  a  civilian 
or  he  had  to  be  a  military  man. 

Mr.  McNeil.  Of  course,  since  then,  Congress  has  established  in 
Army,  Navy,  and  Air,  an  Assistant  Secretary  for  Financial  Manage¬ 
ment,  and  that  gets  us  into  one  more  facet  of  this  problem. 

Senator  Symington.  That  is  right.  I  can  see  that. 

Mr.  McNeil.  Is  “financial  management”  a  broader  term  than  the 
word  “comptroller”  ? 

Senator  Symington.  Yes. 

Mr.  McNeil.  If  a  comptroller  is  merely  to  see  that  the  facts  and 
figures  are  together,  that  is  one  job.  Then,  next  comes  the  analysis 
of  the  programs  to  show  progress,  efficiency,  and  so  forth,  and  it 
gets  a  bit  broader  than  sometimes  is  considered  the  definition  of 
a  “comptroller.” 
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Senator  Symington.  Running  through  this  bill  and  analyzing  it  in 
your  statement  here,  it  seems  to  me  that  you  are  trying  to  legislate 
management  functions.  That  may  be  an  oversimplification. 

Mr.  McNeil.  I  believe  this  bill — we  are  trying  not  to  be  too  critical 
of  it,  but  certainly  it  does — and  I  think  most  of  these  are  things  that 
can  be  done  administratively,  everything  in  the  bill,  partically,  but 
if  you  chose  to  pass  it  or  to  pass  a  bill  of  this  type,  we  were  attempting 
at  least  to  give  our  thoughts  on  it. 

Senator  Symington.  Yes. 

Mr.  McNeil.  This  section  also  provides  certain  specific  functions 
and  duties  of  the  agency  comptrollers. 

We  have  certain  thoughts  to  express  on  this  point.  First,  it  is 
not  necessary  in  the  case  of  Department  of  Defense,  because  title  IV 
of  the  National  Security  Act  covers  this  subject  on  a  much  broader 
basis.  And,  if  this  act  is  passed,  we  feel  it  quite  important  that  this 
proposed  legislation  not  supersede  or  take  the  place  of  title  IV  of 
the  National  Security  Act,  although  I  am  not  sure  that  the  language 
of  the  bill  would  have  that  effect. 

Next,  the  Comptroller’s  functions,  as  provided  by  the  bill  (in  the 
language  of  the  statement  of  the  Department  of  Defense  views),  we 
think  greatly  underemphasize  his  budget  responsibilities.  While  his 
accounting  responsibilities  are  important,  as  emphasized  by  the  Com¬ 
mission,  I  think  his  budget  responsibilities  are  even  greater. 

Senator  Symington.  Now,  when  you  say  that,  Mr.  Secretary,  just 
what  do  you  mean  by  that,  “his  accounting  responsibilities  are  ob¬ 
viously  important”;  do  you  mean  his  management  responsibilities 
when  you  talk  about  budget  responsibilities  ? 

Mr.  McNeil.  No. 

Senator  Symington.  What  do  you  mean  by  that? 

Mr.  McNeil.  I  believe  I  describe  that  a  little  later  in  this  para¬ 
graph — 

Senator  Symington.  All  right. 

Mr.  McNeil  (continuing).  If  I  do  not  cover  it  at  this  point. 

Senator  Symington.  I  am  sorry. 

Mr.  McNeil.  We  do  not  think  that  the  Commission’s  report  ade¬ 
quately  set  forth  the  concept  of  the  Comptroller  or,  in  our  case,  the 
Assistant  Secretary  for  Financial  Management  in  Army,  Navy,  or 
Air,  or  Defense,  in  that  he  should  provide  an  independent  review  and 
analysis  of  budgets,  as  well  as  reports  on  performance  and  that  he 
should  assist  the  Secretary  of  the  Department  as  a  coordinator,  in 
reconciling  and  balancing  with  other  programs  the  budget  claims  for 
financial  support  of  the  several  fields  of  operating  interest,  each  pro¬ 
gram  having  its  advocate  at  the  top  level,  and  balancing  those  with 
the  potential  resources  including  the  spending  authority  granted  by 
Congress. 

This  does  not  mean  that  the  Comptroller  or  Assistant  Secretary  for 
Financial  Management  actually  controls  the  operations  or  serves  as 
general  manager  or  is  the  superior  of  his  teammates  who  have  the 
responsibility  for  actual  operations.  The  reason  I  say  that,  is  that  it 
is  the  one  place  in  Army,  Navy,  and  Air  where  all  the  various  programs 
come  together.  I  think  the  analysis  of  the  various  programs  and 
fund  requirements  should  be  given  to  the  Chief  of  Staff  or  the  Secre¬ 
tary,  who  must  make  the  decisions.  The  same  principle  would  apply 
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in  the  ease  of  field  commanders.  His  job  is  to  analyze  the  programs 
and  present  all  the  facts  in  connection  with  them. 

Senator  Symington.  This  is  one  place  where  I  might  run  into  a 
little  disagreement  with  you,  because,  first,  you  have  the  question  of  the 
Comptroller  and  then  you  say  “or  Assistant  Secretary  for  Financial 
Management.”  That  is  an  internal  problem  so  that  you  do  not  have 
dual  lines  of  responsibility  and  authority  on  an  organizational  chart. 
On  the  other  hand,  the  Comptroller  should  in  no  sense  be  a  policy-? 
maker.  That  is  correct ;  is  it  uot  ? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  And  if  he  is  not  a  policymaker,  then  he  is 
fundamentally  a  staff  man  and  not  an  operating  man.  Would  that 
be  a  fair  statement?  ! 

Mr.  McNeil.  That  is  correct. 

Senator  Symington.  And,  therefore,  his  position  would  be  purely 
one  of  an  advisory  nature  and  he  would  be  used  as  much  or  as  little 
as  his  chief  would  want,  who  would  be  say,  in  your  case,  the  Secretary 
of  Defense,  or  the  Deputy  depending  on  how  you  operate  your  delega¬ 
tion.  It  would  depend  on  how  much  he  wanted  to  use  you. 

Mr.  McNeil.  That  is  correct. 

Senator  Symington.  On  the  other  hand,  as  I  see  it,  if  we  agree  to 
that,  we  do  not  want  to  have  the  law  arbitrarily  rule  out  any  position 
of  policy  that  might  be  delegated  to  you  by  the  Secretary  of  Defense ; 
is  that  it  ? 

Mr.  McNeil.  That  is  correct,  but  a  little  more  than  that.  The  bill 
deals  with  accounting  only;  I  mean  it  emphasizes  accounting.  We 
think  it  is  too  narrow  in  that  respect. 

So,  assuming  that  the  Head  of  the  Agency  chose  to  use  him  only 
as  a  staff  to  get  the  things  together,  to  present  analyses  of  this  or  that 
for  his  use,  and  that  he  had  to  stay  out  of  the  room  whenever  decisions 
were  made — say  you  carried  it  that  far.  Even  so,  the  language  in 
this  bill  emphasizes  accounting  but  not  those  other  facets  which  I  think 
are  very  important,  which  is  an  explanation  of  what  figures  mean. 

Senator  Symington.  In  other  words,  the  bill  emphasizes  the  record¬ 
ing  angle,  as  you  see  it,  at  the  expense  of  the  interpretation  of  account¬ 
ing  to  get  better  management ;  is  that  it  ? 

Mr.  McNeil.  That  is  correct ;  and  performance. 

Senator  Symington.  Now,  of  course,  I  would  like  to  make  it  pretty 
clear  on  the  record  that  there  have  been  comments  that  there  is  already 
too  much  control  by  the  Comptroller.  Someone  has  said  that  he  who 
controls  the  purse  strings,  controls  all,  and  we  have  heard  some  criti¬ 
cism  of  the  functioning  in  the  Department  of  Defense  on  the  basis  that 
the  Office  of  the  Comptroller  was  abnormally  predominant  on  the 
organizational  chart.  Would  you  like  to  comment  on  that? 

Mr.  McNeil.  I  have  heard  that,  too,  sir. 

Senator  Symington.  Do  you  believe  i  t  is  j ustifiecl  ? 

Mr.  McNeil.  No,  sir;  I  do  not.  I  will  say  this,  that  the  money 
function  is  frequently  the  target  of  a  rifle  shot  where  perhaps  a  shot¬ 
gun  should  be  used.  One  reason  for  that  comment  is  that  decisions 
are  frequently  implemented  through  the  money  channel  even  though 
the  money  people  did  not  make  the  decision. 

Senator  Symington.  In  other  words,  if  the  Secretary  of  Defense 
decides  to  put  a  money  ceiling  on  the  three  services  he  has  got  to 
establish  that  ceiling  by  giving  instructions  to  his  comptroller? 
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Mr.  McNeil.  That  is  correct. 

Senator  Symington.  Would  it  be  in  order  at  this  technical  hearing 
to  ask  if  the  Secretary  of  Defense  has  been  putting  ceilings  on  the 
Department  of  Defense  or  on  each  of  the  three  services  ? 

If  my  distinguished  colleague  from  Iowa  said  that  that  is  not  a 
proper  question  for  this  hearing,  I  would  be  the  first  to  withdraw  the 
question. 

Senator  Martin.  I  have  no  objection. 

Senator  Symington.  All  right,  there  is  no  objection.  How  about 
that  ? 

Mr.  McNeil.  Not  in  the  form  that  I  think  you  have  in  mind. 

Senator  Symington.  Now,  don’t  guess  as  to  what  I  think,  you  say 
what  you  think. 

Mr.  McNeil.  All  right;  not  as  to  a  total;  there  have  been  none. 

Senator  Symington.  N ot  as  to  a  total  ? 

Mr.  McNeil.  A  total. 

Senator  Symington.  When  you  say  “total”  do  you  mean  a  total  for 
each  service  ? 

Mr.  McNeil.  That  is  right.  Now,  on  individual  programs  in  dif¬ 
ferent  parts  of  the  world,  or  different  programs,  “let  us  keep  it  to  this 
figure  until  we  see  where  we  are  going.”  Yes,  that  happens  as  far  as 
individual  management  decisions  time  after  time,  and  I  think  it  is 
all  right. 

Senator  Symington.  You  have  to  establish  a  total  for  the  Depart¬ 
ment  of  Defense,  do  you  not? 

Mr.  McNeil.  That  is  right.  Well,  we  haven’t  hnd  any  ceilings  in 
the  form  in  which  we  used  to  have  the  budget  ceilings  set  at  the  begin¬ 
ning  of  the  year.  We  haven’t  had  those  in  the  last  6  years. 

Senator  Symington.  In  other  words,  you  have  not  had  the  Depart¬ 
ment  of  Defense  say,  “all  the  money  that  we  are  told  by  the  executive 
branch,  the  President,  and  the  Secretary  of  the  Treasury  and  the 
Bureau  of  the  Budget,  the  three  who  have  the  most  interest  with  the 
President’s  authority” — you  have  not  heard  anybody  say,  “all  the 
money  that  we  can  spend  in  the  Department  of  Defense  is  so  much 
for  this  fiscal  year”  ? 

Mr.  McNeil.  No. 

Senator  Symington.  And,  therefore,  you  have  not  had  the  Secre¬ 
tary  of  Defense  say  for  each  service  or  any  of  the  services,  “This  is 
all  the  money  you  can  spend  for  this  year”  ? 

Mr.  McNeil.  No.  As  a  figure  which  it  is  hoped  will  me  reached, 
yes,  but  no  ceilings  in  the  form  that  we  used  to  have  when,  for  exam¬ 
ple — I  think  you  will  recall  in  1948  and  1949 — we  had  a  specific  flat 
dollar  ceiling  before  we  even  started  to  prepare  the  budget. 

Senator  Symington.  Yes. 

Mr.  McNeil.  Even  after  the  budget  was  passed,  we  at  times  had  a 
flat  dollar  ceiling  on  the  amounts  we  were  to  spend  during  the  year. 

Senator  Symington.  And  I  thought  that  was  wrong. 

Mr.  McNeil.  We  have  not  had  ceilings  in  that  form,  although  cer¬ 
tainly  there  have  been  statements  as,  “we  hope  you  can  keep  in  this 
general  ball  park”,  but  no  ceilings  like  the  old - 

Senator  Symington.  If  you  had,  say,  five  component  parts  to  the 
Navy,  and  you  said  “each  component  part  can  spend  only  so  much,” 
in  effect,  would  you  not,  after  you  added  those  all  up  be  saying  to  the 
Navy  that  “you  can  only  spend  so  much”  ? 
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Mr.  McNeil.  We  have  not  had  a  blank  cheek  but  neither  have  we 
had  a  rigid  ceiling. 

What  I  am  really  trying  to  say  is  that,  “Now,  wlmt  do  you  think  is 
the  least,  or  what  do  you  think  it  will  take  to  carry  out  this  general 
program  ?  Well,  the  amount  will  come  out  so  much.” 

“Can’t  we  get  that  down  a  little  bit?  We  will  set  that  for  you  as 
a  target  to  try  to  reach.” 

But  there  has  not  been  any  mandatory  ceiling  such  as  we  used  to 
have. 

Senator  Symington.  I  do  not  want  to  belabor  the  question,  but  let 
us  take  this  situation.  We  have  had  unclassified  information  given 
to  us  that  the  Air  Force  asked  for  so  much  money  for  1957  and  the 
Navy  asked  for  so  much  money,  and  the  Army  asked  for  so  much 
money,  and  in  each  case  that  request  for  money  was  materially  re¬ 
duced.  I  believe,  also,  that  it  was  reduced  in  at  least  one  case,  heavily, 
in  the  Department  in  question  before  it  was  even  presented  to  the 
Secretary  of  Defense. 

Mr.  McNeil.  I  think  that  is  true  in  all  three. 

Senator  Symington.  Was  it  true  in  all  three? 

Mr.  McNeil.  Yes. 

Senator  Symington.  If  that  is  true,  weren’t  you  establishing  a 
ceiling?  It  is  sort  of  like  the  chicken  and  the  egg  but,  nevertheless, 
are  you  not  establishing  a  ceiling  first  in  the  departments  from  the 
standpoint  of  the  civilian  over  the  military,  and  then  another  ceiling 
of  the  top  civilian  over  the  three  services  ? 

Mr.  McNeil.  No,  I  do  not  believe  it  works  quite  like  that,  sir.  I 
think  you  will  find  in  this  rather  indefinite  field  in  which  we  are  work¬ 
ing — by  “indefinite”  I  mean  nobody  knows  for  sure  whether  this  equip¬ 
ment  is  quite  ready  to  buy  or  exactly  what  the  opposition  is  going  to 
do,  or  when,  or  if  certain  things  will  happen — initial  estimates,  pre¬ 
pared,  let  us  say,  at  subordinate  commands,  are  based  upon  their  in¬ 
terpretation  of  perhaps  some  broadly  written  guidelines  which  in¬ 
clude  the  words,  “see  that  we  have  adequate  reserves.” 

Well,  adequate  reserves  can  mean  anything  up  to  5  years,  as  an 
example.  Perhaps  the  general  policy  will  be  that  “adequate”  reserves 
are  desired,  but  “adequate”  reserves  might  be  considered  a  year’s 
supply  on  hand,  although  when  it  is  translated  at  a  lower  echelon  of 
a  bureau,  tech  service,  or  command,  “adequate”  means,  say,  enough  for 
5  years. 

In  reviewing  estimates  the  initial  figure  is  brought  down  to  a  figure 
which  conforms  to  the  basic  decision  that  we  will  have  6  months’  or  a 
year’s  reserves  of  this  type  of  material.  You  will  have  a  reduction  in 
dollars.  Without  anybody  intentionally  padding  the  thing  initially. 
It  does  not  bother  me  initially  to  see  a  statement  of  the  aggregate  that 
anybody  would  like,  whether  they  can  justify  it  in  good  conscience  or 
not,  although  it  is  difficult  to  handle  and  causes  problems. 

I  recall  many  such  instances.  I  recall  an  instance  back  in  1952  or 
1953,  and  it  serves  today — there  was  a  general  policy  that  we  wanted 
some  mobilization  reserves  of  Army  equipment.  But  we  had  also 
decided  as  a  general  policy — and  this  was  Secretary  Lovett — that  in 
the  area  of  vehicles,  that  on  the  very-hard-to-get  things,  we  would 
have  substantial  reserves ;  on  the  moderately  difficult  ones,  we  would 
have  a  lesser  percentage  of  reserves ;  and  on  the  commercial-type  items, 
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we  would  have  a  minimum  of  reserves.  Yet  down  in  one  wing  of  the 
building  there  were  5  officers  in  charge  of  5  programs  for  5  different 
kinds  of  vehicles.  All  of  the  five  thought  that  they  ought  to  have  the 
same  percentage,  approaching  100  percent  reserves,  whereas  Lovett 
felt  that  10  percent  of  a  theoretical  reserve  of  commercial  trucks  was 
all  right,  but  when  we  got  the  two  and  one-half,  rather  easily  built 
trucks,  that  25  or  30  percent  was  all  right,  and  on  the  very  difficult 
ones,  50  percent. 

Yet  the  budget  came  in  initially  on  all  of  those  for  almost  a  maxi¬ 
mum  mobilization  reserve,  not  taking  that  into  account. 

Now,  that  would  cause  a  big  dollar  reduction.  But  did  it  affect 
the  real  security  of  the  country  ? 

Senator  Symington.  In  other  words,  what  we  have  is  certain  goals, 
and  the  military  say,  “This  is  what  we  need  to  reach  those  goals,” 
for  example,  a  137-wing  program.  And  then  you  analyzed  the  budg¬ 
et  and  say,  “Based  upon  what  you  have  given  us  and  our  analysis 
of  certain  things” — and  trucks  is  an  excellent  illustration — engine 
life  might  be  another,  and  lead  time  might  be  a  third,  if  we  are  just 
talking  about  appropriations  and  not  expenditures,  but  then  you  say, 
“We  think  you  can  do  it  for  less  than  that.”  Is  that  right  ? 

Mr.  McNeill.  That  is  right. 

Senator  Symington.  And,  of  course,  that  decision  of  the  Secre¬ 
tary  of  Defense  is  final.  But  let  me  ask  you  this  question - 

Mr.  McNeil.  Let  me  add  just  one  thing.  You  mentioned  engines, 
and  that  is  a  difficult  one.  A  couple  of  years  ago,  some  engine  re¬ 
quirements  were  shown  in  the  budget  for  225  percent  spares  as  com¬ 
pared  with  installed  equipment. 

Senator  Symington.  Yes,  I  recall  that. 

Mr.  McNeil.  But  if  you  examined  currently  what  was  going  on  • 
at  Sacramento  and  Norfolk  and  the  naval  installations,  you  would 
find  that  in  the  meantime  the  life  of  that  engine  had  been  extended 
to  the  point  when  probably  70  to  75  percent  spare  engine  was  about 
right.  At  that  time,  we  were  not  sure  that  that  would  be  true,  and 
the  budget  went  in  for  110  percent  spares.  Before  the  money  was 
spent,  actually,  it  was  brought  down  to  75.  But  we  had  6  months  in 
order  to  prove  it. 

Senator  Symington.  Yes.  I  think  it  is  a  very  constructive  and 
logical  saving.  That  is  the  reason  I  mentioned  engines. 

Mr.  McNeil.  Yes;  those  kinds  of  things. 

Now,  we  have  another  one  right  at  the  moment  where  we  submitted 
a  budget  in  December  in  good  faith,  calling  for  a  certain  number  of 
very  complicated  computers.  I  think  there  is  a  requirement  there. 
We  now  find  that  we  are  not  going  to  be  able  to  get  them. 

Senator  Symington.  So  that  automatically  reduces  your  neces¬ 
sity  for  appropriation,  and  in  no  way  affects  your  expenditures; 
right  ? 

Mr.  McNeill.  Well,  our  expenditures  will  be  down  a  little  bit  be¬ 
cause  we  are  not  going  to  get  them  as  fast.  They  are  running  into 
some  difficulty - 

Senator  Symington.  Oh.  I  thought  you  said  you  did  not  need 
them. 

Mr.  McNeill.  No.  I  said  I  think  the  need  is  there. 

Senator  Symington.  Oh,  I  understand. 

Mr.  McNeill.  But  they  are  not  going  to  be  able  to  make  them. 
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Senator  Symington.  Now,  let  me  ask  you  this  question.  What 
factors  were  used  in  setting  up  these  targets  or  limitations  by  the 
Office  of  the  Department  of  Defense  prior  to  receiving  the  judgment  of 
the  respective  service  Secretaries  and  the  members  of  the  Joint  Chiefs 
of  Staff?  What  factors  were  used? 

Mr.  McNeill.  I  do  not  believe  I  quite  understand  your  question, 
sir.  Would  you  mind - 

Senator  Symington.  You  mentioned  in  your  previous  testimony, 
“targets,”  and  this  question  the  staff  has  asked  me  to  ask.  “What 
factors  were  used  in  setting  up  these  targets  or  limitations  by  the 
Department  of  Defense  prior  to  receiving  the  judgment  of  the  re¬ 
spective  service  Secretaries  and  the  members  of  the  Joint  Chiefs?” 

Mr.  McNeil.  Well,  it  didn’t  work  quite  that  way,  sir. 

Senator  Symington.  Now,  you  describe  that  for  us,  will  you? 

Mr.  McNeil.  First- — we  are  getting  considerably  away  from  this  bill, 
but  it  is  a  very  pertinent  subject - 

Senator  Symington.  I  asked  you  that - 

Mr.  McNeil.  Well,  in  the  first  place,  the  Chiefs  are  the  ones  who 
recommend  the  basic  force  structure. 

Senator  Symington.  Let  me  just  interrupt  you  there.  I  do  not 
think  we  are  getting  away  from  the  bill,  because  we  started  talking 
about  the  position  of  the  Comptroller  in  the  question  of  policy. 

Now,  with  the  premise  that  the  Comptroller  is  a  staff  man  and  not 
an  operating  man,  I  am  in  the  most  complete  agreement  that  he  should 
be  in  policy,  because  through  him  is  the  best  chance  for  good  manage¬ 
ment  through  good  cost  control,  you  see. 

Mr.  McNeil.  Except  that  the  final  decision  should  not  be  his. 

Senator  Symington.  I  agree  with  that,  of  course.  As  I  say,  that  is 
the  premise  of  my  statement,  that  he  is  a  staff  man.  No  staff  man  makes 
a  final  decision. 

Mr.  McNeil.  Yes. 

Senator  Symington.  But  on  the  other  hand,  if  you  say  that  the 
Comptroller  should  be  a  man  who  goes  beyond  simple  accounting 
procedure,  I  completely  agree.  You  would  never  run  a  business  unless 
you  interpreted  the  figures  to  have  better  management.  You  would 
go  broke  in  a  relatively  short  time. 

On  the  other  hand,  if  that  is  true,  then  I  think  we  have  a  right 
to  say  as  part  of  the  consideration  of  the  bill  as  to  what  is  the  nature 
of  the  Comptroller’s  functions  when  he  functions  in  a  policy  field 
beyond  the  accounting  field.  Is  that  not  a  fair  observation  ? 

.Mr.  McNeil.  Yes,  that  is. 

Senator  Symington.  All  right. 

Mr.  McNeil.  Of  course,  the  question  on  the  whole  process  of  de¬ 
veloping  a  plan  goes  a  bit  beyond  the  Comptroller  function. 

Senator  Symington.  Yes,  except  that  the  Comptroller  is  involved 
through  the  delegation  of  policy — and  you,  I  think,  said  that  it 
had  to  be  done  through  the  money  when  the  decision  was  made.  Then 
1  would  like  to  know  what  is  the  nature  of  the - 

Mr.  McNeil.  I  think  I  said  “frequently.”  If  not,  I  would  like  to 
amend  it. 

Senator  Symington.  Frequently.  Well,  let  us  get  into  electronics 
and  take  one  of  those  “frequencies.” 

Mr.  McNeil.  Well,  going  back  to  the  other,  first,  in  the  case  of  the 
basic  force  structure,  which  is  the  key,  the  Chiefs  made  a  recom¬ 
mendation  in  1953  for  what  was  popularly  called  the  New  Look.  This 
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was  really  a  3-year  target  for  force  levels.  That  established  for  the 
Army  a  force  in  terms  of  men  in  the  neighborhood  of  1  million  men. 
It  established  a  force  structure  for  the  Navy  of  about  1,000  ships  of 
which  about  400  would  be  warships,  and  for  the  Marine  Corps  3  divi¬ 
sions,  and  3  air  wings,  and  for  the  Air  Force  137  wings,  broken  down 
by  it  heavy  bomber  and  bomber  and  fighter  wings,  and  so  forth. 

Now,  the  Chiefs  have  never - 

Senator  Symington.  Excuse  me  just  a  minute.  As  a  matter  of 
technical  information,  as  an  instruction  to  me,  isn’t  that  Marine  es¬ 
tablishment  bjr  statute  as  well  as  by  decision  of  the  Department? 

Mr.  McNeil.  I  believe  it  is,  sir. 

Senator  Symington.  Wouldn’t  that  be  a  little  different  from  the 
other  three? 

Mr.  McNeil.  Yes.  But  I  think  this  came  after  the  establishing  of 
the  so-called  New  Look  as  a  target. 

Senator  Symington.  Yes.  When  you  revised  the  National  Secu¬ 
rity  Act  of  1949,  3  divisions  and  3  wings  were  spelled  out  for  the 
Marines  in  the  bill,  were  they  not? 

Mr.  McNeil.  No.  I  think  it  was  in  another  act  or  another  hearing 
or  another  resolution,  but  not  in  the  Security  Act,  sir. 

Senator  Symington.  All  right.  Go  ahead. 

Mr.  McNeil.  But  anyway,  that  force  structure  also  includes  the 
number  of  personnel  for  the  3  services,  or  the  4  services,  if  you  count 
the  Marines  as  the  fourth  service. 

The  Chiefs,  however,  deal  with  the  major  force  structure,  and  not 
with  many  of  the  collateral  units,  which  take  about  half  of  the  re¬ 
sources  in  terms  of  people  and  materiel.  That  is,  there  are  always 
tow-target  squadrons  and  small  boats  and  tugs  and  those  things  which 
do  not  come  into  the  basic  structure. 

The  Chiefs’  recommendations,  as  approved  by  the  Security  Council 
and  the  President,  include  a  general  statement  of  the  degree  of  readi¬ 
ness,  that  they  are  shooting  for.  Considered  also  is  whether  they  are 
planning  for  the  long  pull  and  whether  they  are  shooting  for  a  certain 
date.  If  they  are  shooting  for  a  certain  date,  then  things  are  more 
the  result  of  mathematics.  If  they  are  shooting  for  the  long  pull,  it 
requires  a  great  many  management  and  judgment  decisions. 

Following  that,  there  is  usually  issued  by  the  Secretary  of  Defense 
a  guidance  statement.  That  is  made  up  based  on  drafts,  and  partici¬ 
pated  in  by  Army,  Navy,  and  Air  as  well  as  the  Assistant  Secretaries 
of  Defense  for  research,  engineering,  and  supply,  and  so  forth.  Fi¬ 
nally  it  is  issued. 

Now,  there  again  appear  broad  statements  and  frequently  the  word 
“adequate”  is  used,  which  can  be  subject  to  a  great  many  interpreta¬ 
tions,  of  course,  depending  upon  howr  close  the  people  are  to  an  under¬ 
standing  of  what  you  are  trying  to  accomplish. 

Based  on  that,  on  those  twTo  things,  Army,  Navy,  and  Air  begin  the 
preparation  of  their  more  detailed  plans  as  to  new  procurement  and 
as  to  the  bases  they  desire  be  operated  and  maintained. 

Incidentally,  the  force  plan  also  includes  the  number  of  aircraft 
by  types  and  divisions  and  regiments  to  be  maintained. 

There  is  one  more  thing  that  is  involved,  and  that  is  the  general 
statement  as  to  the  level  of  mobilization  reserves  by  classes  of  items 
that  are  to  be  achieved  in  any  particular  time  period,  that  is,  X 
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months  of  supply  will  be  on  hand  and  maintained  indefinitely  until 
the  policies  change. 

Then  Army,  Navy,  and  Air  prepare  their  estimates  and  using  cer¬ 
tain  criteria,  they  will  estimate  the  number  of  flying  hours,  the  num¬ 
ber  of  steaming  hours,  the  number  of  maneuvers,  for  example,  in  the 
Army.  Those  will  be  translatetd  into  materiel  requirements  and  re¬ 
quirements  in  terms  of  people  and  employment. 

Those  estimates  are  submitted  then,  first,  in  Army,  Navy,  and  Air 
and  in  that  process  invariably  there  are  a  number  of  things  that  were 
brought  to  the  attention  of  the  chiefs  of  service  and  the  Secretary,  that 
they  do  not  plan  to  do  in  this  particular  year. 

As  a  consequence,  some  estimates  are  changed. 

The  three  budgets  are  then  submitted  to  the  Secretary  of  Defense, 
and  in  that  process  of  examination  the  research  part  will  be  pulled 
out  and  go  down  to  research,  items  in  which  you  wanted  to  get  tech¬ 
nical  views,  “will  this  project  for  solid  fuels,  or  some  other  type 
of  thing,  will  this  have  a  chance?”  “How  much  effort  should  be  put 
on  this  or  that  project  in  this  time  span  ?” 

The  Assistant  Secretary  will  make  his  views  known,  such  as — “This 
is  not  ready;”  “This  looks  pretty  good.”  In  supply  and  logistics  the 
same  approach :  “This  looks  good ;”  “This  requirement  for  a  food 
level,  clothing  level,  or  what  not,  is  about  right;”  “This  goes  way 
beyond  anything  in  the  basic  policy.”  And  the  same  way  in  the  med¬ 
ical  field  and  in  construction. 

Now,  getting  back  to  this  bill,  we  attempt  to  pull  all  of  those 
things  together,  because  we  have  attempted  to  live  with  these  pro¬ 
grams  as  we  have  gone  along.  Then  we  present  a  markup,  if  you  want 
to  call  it  that,  and  give  reasons  as  to  why  some  of  those  things  shoidd 
not  be  in.  That  points  up  many  policy  issues :  should  we  or  shouldn’t 
we  go  ahead  at  this  time  ? 

Then  we  attempt  in  a  series  of  meetings,  which  this  last  year  ran 
about  3  weeks,  with  the  Secretary  of  Defense,  the  Deputy  Secretary, 
and  the  Secretaries  and  chiefs  of  the  services  around  the  table  consid¬ 
ering  all  the  reasons  for  and  against  particular  programs  to  come  to 
certain  conclusions. 

Senator  Symington.  Let  me  interrupt  you  there.  I  am  tremen¬ 
dously  interested  in  this  testimony  you  are  giving.  You  mentioned 
policy.  Are  there  any  policies  besides  military  preparedness  that 
influences  the  decisions?  Before  you  answer  that,  I  want  to  give 
you  a  thought  which  I  think  is  important.  In  the  hearings,  open 
hearings,  I  might  add  of  the  Senate  Military  Preparedness  Subcom¬ 
mittee,  Secretary  Wilson  stated  that  he  was  surprised  at  what  the  re¬ 
sults  did  to  the  Air  Force.  That  is  pretty  close  to  verbatim,  and 
Secretary  Keyes  added  to  that,  “we  were  very  surprised  to  have  Mr. 
Talbott  show  us  what  this  did  to  the  Air  F orce.” 

That  is  on  the  record  in  May  of  1953,  I  think,  during  hearings 
on  the  1954  budget.  Therefore,  it  obviously  was  not  in  that  case  a 
question  of  strictly  military  preparedness. 

I  want  to  mention  that  because  you  have  been  a  very  fine  witness  this 
morning  and  I  did  not  want,  in  any  sense,  to  risk  trying  to  mousetrap 
you  on  that  question. 

Mr.  McNeil.  No,  I  did  not  think  you  did. 
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Yes,  there  are  other  considerations.  One  is  that  if  the  basic  policy 
is  right — and  that  is,  are  we  trying  to  develop  a  machine  which  avoids 
one  of  the  old  weaknesses  we  used  to  have  of  peaks  and  valleys,  and 
shooting  the  works  this  year  and  drying  up  next — yes,  those  things 
apply.  How  can  we  keep  this  thing  running  rather  smoothly  for  3 
or  4  years,  not  knowing  whether  something  could  happen  today  or  5 
years  from  now,  instead  of  shooting  the  works  and  drying  it  up  and 
not.  having  that  item,  perhaps,  in  production  ? 

Yes,  those  things  all  enter  into  it. 

Senator  Symington.  Let  me  rephrase  it  for  you  this  way  so  that 
I  can  be  clear.  In  a  published  editorial  recently  in  this  town,  it  said 
that  the  production  of  B-52  bombers  was  lass  than  25  percent  of  17  a 
month,  and  there  are  not  many  people  who  cannot  work  out  that  less 
than  25  percent  of  17  is  4,  or  under. 

Now,  just  put  that  over  here  like  that,  No.  1,  and  then  say,  No.  2, 
that  we  all  agree  that  the  B-36  and  possibly  the  B-47  also  are  getting 
pretty  old.  I  know  it  was  designed  in  1940  before  we  got  into  the  war. 

Now,  anybody  will  agree,  I  think,  that  as  soon  as  we  can  replace  the 
B-36’s  with  the  B-52’s  or  something  even  improved,  the  better  it  will 
be.  And,  therefore,  wouldn’t  you  say  that  economic  factors  are  in¬ 
volved  in  the  production  schedule  of  the  B-52’s  to  replace  the  B-36’s  ? 

Mr.  McNeil.  No,  I  don’t - 

Senator  Symington.  My  staff  member  here  says  that  Secretary  Wil¬ 
son  has  talked  about  taking  into  consideration  “what  the  economy  can 
stand.”  I  am  trying  to  be  completely  frank  in  the  questioning.  Now, 
you  talked  in  analyzing  the  bill  about  the  policy  aspect  of  the  comp¬ 
troller. 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  So,  I  am  asking  you  from  the  technical  stand¬ 
point,  isn’t  the  question  of  what  the  economy  can  stand  one  of  the 
primary  matters  discussed  at  the  time  that  the  military  budget  is 
formulated  finally  for  presentation  to  the  Bureau  of  the  Budget  ? 

Mr.  McNeil.  Yes,  but  I  believe  more  in  relation  to  what  I  said  a 
minute  ago — what  is  the  smartest  thing  to  do,  in  trying  to  avoid  peaks 
and  valleys  and  keep  the  whole  program  moving  at  a  reasonably  high 
level  for  a  long  time  ?  It  so  happens  that  that  also  fits  into  the  other 
definition  to  a  degree. 

But  taking  the  B-52  that  you  mentioned  a  minute  ago — and  I  am 
probably  going  a  bit  beyond  my  scope  here  in  mentioning  it - - 

Senator  Symington.  That  is  all  right,  I  am  sure  we  would  be  most 
interested  in  any  thought  you  had  on  it. 

Mr.  McNeil.  I  do  recall  that  almost  2  years  ago,  when  the  idea 
was  presented  of  establishing  a  second  facility  for  the  B-52,  it  was 
known  that  considerable  money  would  be  involved.  There  was  no 
question  of  whether  there  was  a  ceiling  or  no  ceiling,  or  whether  the 
economy  could  or  could  not  stand  it.  It  was  thought  that  it  was  a 
good  management  decision  at  the  time,  to  get  ready  to  go  beyond  the 
one  facility  then  operating. 

There  was  no  question  of  a  ceiling.  It  just  seemed  like  a  smart 
management  decision  to  make  under  all  the  circumstances. 

I  think  everyone  is  glad  now  that  did  get  underway,  because  you 
probably  are  quite  familiar  with  the  fact  that  they  will  start  to  pro¬ 
duce  their  first  aircraft  at  the  second  source  much  earlier  than  would 
have  been  the  case  had  we  waited  until  this  year,  or  even  last  fall. 
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Senator  Symington.  Yes.  Now,  let  me  ask  you  one  other  technical 
question  along  this  line  because  we  are  getting  to  the  point  now  where 
we  will  have  to  recess  and  come  back  at  another  time  convenient  for 
the  committee.  But,  I  would  like  you  to  finish  your  statement. 

On  this  question  of  impounding  the  money  on  the  part  of  the  execu¬ 
tive  branch,  as  you  know,  that  was  done  to  the  tune  of  a  good  many 
hundreds  of  millions  of  dollars  in  1948,  and  I  thought  it  was  wrong 
'then  and  so  said.  Then,  in  fiscal  1956,  it  was  done  with  respect  to 
the  Marines.  The  money  was  impounded  and  the  Marines  were  not 
maintained  at  the  strength  that  the  Congress  wanted.  It  was  not 
a  question  of  the  Congress  failing  to  furnish  the  money.  The  money 
was  appropriated.  It  was  a  question  of  carrying  out  the  congres¬ 
sional  position. 

I  want  to  ask  your  comments  on  the  wisdom  of  that.  What  is  the 
technical  aspect  of  what  happens  when  the  Congress  appropriates 
that  money  and  it  isn’t  spent?  Does  it  go  back  to  the  Treasury  or 
how  do  you  handle  that  from  the  standpoint  of  the  services  ? 

I  think  in  the  case  of  the  Air  Force  in  1948,  it  was  $800  million, 
tp700  million,  or  $800  million.  I  believe  it  was  $800  million  in  the 
final  compromise. 

But,  anyway,  in  the  case  of  the  Marines,  it  was  $46  million,  as  I 
remember  it,  or  thereabouts. 

Mr.  McNeil.  $36  million,  I  believe. 

Senator  Symington.  $36  million.  Well,  whatever  it  was,  I  will 
bet  that  I  am  closer  with  the  $46  million  than  you  are  with  $36  million. 

Mr.  McNeil.  You  usually  are,  sir. 

Senator  Symington.  What  happens  to  that  money?  Is  it  just  not 
spent  and  returned  to  the  Treasury  ? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  What  is  the  technical  procedure  in  that  case  ? 

Mr.  McNeil.  Well,  in  that  case  I  believe  the  total  appropriation 
was  about  $600  million  or  thereabouts. 

Senator  Symington.  Let  us  talk  about  the  Marines.  Is  that  it? 

Mr.  McNeil.  Yes;  just  the  Marines  for  pay  and  allowances. 

Senator  Symington.  About  $600  million  ? 

Mr.  McNeil.  Yes;  about  $600  million  for  pay  and  allowances  for 
the  Marine  Corps. 

When  the  strength  figures  were  established  and  the  curves  of  intake 
and  outgo  were  established,  the  decision  was  made  in  the  administra¬ 
tion  that  they  would  gear  the  strength  in  fiscal  year  1956  into  what¬ 
ever  plan  would  be  presented  to  the  Congress  this  year,  which  was 
about  205,000  men.  The  Marines  worked  out  the  best  system  they 
could  to  relate  the  intake  and  outgo  to  the  training  load.  That  took 
so  much  money  and,  therefore,  they  asked  for  an  apportionment  of 
the  portion  of  the  appropriation  needed  for  that  resulting  strength. 
The  difference  just  was  not  touched  and  still  remains  there. 

Senator  Symington.  That  would  be  about  50  percent  of  whatever 
that  figure  was.  I  think  you  kept  about  50  percent. 

Mr.  McNeil.  Something  like  that,  sir. 

Senator  Symington.  Now,  is  that  money  applied  to  other  naval 
things  ? 

Mr.  McNeil.  No. 

Senator  Symington.  Or  is  it  just  simply  not  spent  ? 
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Mr.  McNeil.  No;  it  just  stays  there  because  it  has  not  been  re¬ 
leased  for  use. 

Senator  Symington.  I  see,  it  just  stays  there.  Is  it  dead  money? 

Mr.  McNeil.  It  will  be  dead  on  June  30. 

Senator  Symington.  It  will  be  dead  on  June  30? 

Mr.  McNeil.  Yes. 

Senator  Symington.  At  this  time,  it  will  not. 

Mr.  McNeil.  It  will  not  be  available  for  any  other  obligational  use. 

Senator  Symington.  I  see.  It  is  just  not  picked  up  from  the  Treas¬ 
ury  Department  to  pay  bills;  is  that  right? 

Mr.  McNeil.  That  is  right. 

Senator  Symington.  I  see. 

Now,  what  page  are  we  on  here  ?  We  are  almost  through.  I  think 
we  are  on  page  12  of  13  pages. 

Would  you  like  to  file  the  rest  for  the  record  at  this  point? 

Mr.  McNeil.  I  just  might  make  one  statement  on  page  13. 

Senator  Symington.  Senator  Martin  suggested  that  we  go  ahead. 
I  was  frankly  thinking  of  his  time. 

Senator  Martin.  Yes. 

Senator  Symington.  Will  you  complete  your  statement,  Mr.  Secre¬ 
tary  ? 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  Fine. 

Mr.  McNeil.  The  bill  requires  the  head  of  each  agency  to  seek,  and 
presumably  be  guided  by,  the  Assistant  Director  for  Accounting, 
Bureau  of  the  Budget,  a  proposed  new  statutory  office,  with  respect 
to  all  Comptroller  appointments. 

We  believe  that  this  advice  should  be  on  a  voluntary  basis  and  not 
written  into  the  statute. 

Section  3  would  require  simplification  of  the  allotment  system 
although  it  is  questionable  whether  such  a  provision  of  law  is  required. 
The  Department  of  Defense  concurs  in  the  objective  of  this  provi¬ 
sion,  provided  it  is  understood  that  some  military  department  installa¬ 
tions  may  have  more  than  one  operating  unit  located  thereon.  Con¬ 
siderable  progress  has  already  been  made  and  is  continuing  rapidly 
within  the  Department  of  Defense  toward  achievement  of  this  objec¬ 
tive. 

Senator,  I  would  like  to  mention  that  we  are  trying  to  make  progress 
toward  improvement  of  this  allotment  system,  which  has  been  archaic 
and  almost  unworkable  and  we  want  a  single  allotment  to  a  field  com¬ 
mander  to  get  an  identifiable  job  done.  Where  there  is  some  confu¬ 
sion,  however,  is  that  we  have  pieces  of  real  estate  on  which  there 
are  3  or  4  separate,  different,  and  distinct  kinds  of  activities. 

Senator  Symington.  Describe  the  allotment.  I  think  I  under¬ 
stand,  but  just  in  case  I  do  not,  describe  the  allotment-of-funds  con¬ 
cept  as  briefly  as  you  can.  I  am  only  thinking  of  defining  the  term. 

Mr.  McNeil.  In  our  case,  the  definition  of  allotment  is  the  advice  of 
approval  of  an  operating  budget  of  a  field  installation. 

Senator  Symington.  In  other  words,  what  you  are  trying  to  do 
is  locate  the  cost  of  that  operation  against  a  specific  installation, 
instead  of  having  an  overall  setup  where  it  is  very  hard  to  segregate 
the  costs  of  that  particular  installation ?  Is  that  right? 
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Mr.  McNeil.  That  is  rig-lit.  But  if  there  was  only  a  single-purpose 
installation  with  a  single  fence  around  it,  we  want  to  have  it  have  its 
own  operating  budget. 

Senator  Symington.  And  your  purpose  in  doing  that  is  to  be  able 
to  pin  on  a  particular  supervisor  or  commander  or  the  particular  place 
in  question  as  to  whether  or  not  he  is  operating  poorly  or  better  or 
worse  ? 

Mr.  McNeil.  That  is  right.  But  we  want  to  give  him  a  single 
pot  of  resources  to  get  an  identifiable  job  done  instead  of  giving  him 
20,  30,  or  40,  as  has  been  the  case  in  the  past. 

Senator  Symington.  I  see. 

Mr.  McNeil.  One  of  the  major  requirements  for  further  reductions 
of  unnecessary  “pockets  of  funds”  is  believed  to  be  the  further  devel¬ 
opment  of  the  method  of  financing  cross-servicing  between  depart¬ 
ments  upon  a  reimbursable  basis,  rather  than  by  separate  citation  of 
the  ordering  agency’s  funds  in  connection  with  individual  transac¬ 
tions  affecting  the  cost  of  work  ordered.  Working  capital  funds 
have  provided  one  solution  of  this  difficulty,  although  this  is  not  a 
primary  objective  of  the  use  of  such  funds.  Further  development  in 
this  direction  of  financing  services  upon  a  reimbursable  basis,  under 
the  allotment  of  the  performing  activity,  awaits  changes  in  Budget- 
Treasury  Regulation  No.  1  by  the  Director  of  the  Bureau  of  the 
Budget  and  the  Secretary  of  the  Treasury,  with  the  collaboration 
of  the  Comptroller  General. 

Just  to  explain  that,  we  want  to  go  one  step  further,  and  I  think 
there  is  sentiment  developing  to  do  it,  which  will  improve  our  whole 
operation  in  defense,  at  least,  and  that  is  providing  the  installation 
commander  with  a  single  pot  of  resources  to  operate  a  substantial 
identifiable  function  at  that  installation,  but  then  if  he  takes  on 
work  from  a  neighboring  installation,  that  they  pay  him,  and  he, 
without  further  administrative  complications  or  paperwork,  uses 
those  reimbursements  to  do  the  work  for  his  neighbor. 

Senator  Symington.  Yes. 

Mr.  McNeil.  It  has  been  one  of  the  things  that  has  bothered  the 
Department  of  Defense  a  great  deal  in  recent  years. 

Senator  Symington.  I  jet  me  make  one  comment  on  that.  You  will 
never  find  a  good  machine-shop  foreman  or  foundry  foreman  who 
is  really  good  who  is  not  carrying  around  in  his  pocket  what  his 
operations  were  that  month  or  the  previous  month,  as  against  the 
month  before  that.  And  that  is  what  you  are  trying  to  instill  in  the 
military;  is  that  right? 

Mr.  McNeil.  Yes,  sir,  and  particularly  in  our  industrial  and  com¬ 
mercial  type  operations,  and  to  the  extent  that  we  can  in  the  combat 
side  without  encumbering  them  with  a  lot  of  paperwork. 

Senator  Symington.  Right. 

Mr.  McNeil.  Now,  section  4  of  the  proposed  bill  would  require 
establishment  of  a  single  account  under  each  present  annual  appro¬ 
priation.  We  think  this  would  simplify  integration  of  accounting 
for  costs  and  obligations,  which  is  one  of  the  most  important  objec¬ 
tives  of  the  bill,  as  well  as  permit  the  agencies  to  settle  claims  against 
appropriations.  But  the  provision  in  section  4  is  really  one  you  are 
dealing  with  in  the  other  bill  which  you  have  considered.  I  think 
you  have  an  amendment  to  the  other  bill  which  is  acceptable,  and  after 
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we  go  along  under  that  for  a  while,  it  is  possible  that  you  may  wish 
to  consider  in  1,  2,  or  8  years,  a  further  modification  to  achieve  this 
second  step  of  the  Hoover  Commission  recommendation. 

Senator  Symington.  Fine. 

Mr.  McNeil.  But  I  think  we  have  to  grow  up  to  it. 

Senator  Symington.  Senator  Martin,  have  you  any  questions? 

Senator  Martin.  No. 

Senator  Symington.  I  would  like  to  say  that  we  will  recess  the 
hearing. 

Mr.  Secretary,  Mr.  Brasfield,  the  Assistant  Comptroller  General, 
was  kind  enough  to  come. 

Is  he  here?  Mr.  Brasfield? 

Mr.  Brasfield.  Yes. 

Senator  Symington.  I  want  to  apologize  that  we  took  this  long, 
but  we  have  been  trying  to  find  out  what  these  bills  are  all  about. 
And  inasmuch  as  you  object,  as  I  understand  it,  to  some  of  the  testi¬ 
mony  of  the  Department  of  Defense,  if  you  would  appear  here  at 
10  o’clock  tomorrow,  you  have  at  least  had  an  opportunity  to  get  in 
detail  their  position  on  this  matter. 

We  would  appreciate  it  very  much. 

Mr.  Brasfield.  Thank  you,  sir. 

Senator  Symington.  Thank  you  very  much. 

We  would  like  to  say,  Mr.  Secretary,  that  there  are  some  reserva¬ 
tions  on  the  part  of  the  Comptroller  General’s  Office  with  respect  to 
your  position,  and,  therefore,  although  you  have  been  very  good 
with  your  time  and  I  am  sure  probably  cannot  make  it  tomorrow,  we 
would  appreciate  having  some  representative  here  from  your  Depart¬ 
ment  whom  you  have  authorized  to  speak  for  your  position. 

Mr.  McNeil.  Yes,  sir. 

Senator  Symington.  And  unless  there  is  any  further  business,  we 
will  recess,  then,  until  tomorrow  at  10  o’clock. 

Mr.  McNeil.  May  I  make  one  suggestion,  sir? 

Senator  Symington.  Yes,  indeed. 

Mr.  McNeil.  In  looking  into  this  whole  problem  from  the  Govern¬ 
ment’s  side  and  how  we  could  get  some  business  application  in  Gov¬ 
ernment,  I  talked  to  Dr.  Lloyd  Morey,  who  until  recently  was  presi¬ 
dent  of  the  University  of  Illinois,  and  who  has  done  considerable 
work  on  the  problems  of  Government,  Federal  and  State,  financing. 
He  was  in  the  Pentagon  one  day  recently  and  made  what  I  thought 
was  the  clearest  statement  of  the  differences  between  Government  and 
business  financial  and  accounting  requirements,  that  I  had  ever  heard, 
both  from  the  congressional  viewpoint  and  the  spending  agency  view¬ 
point. 

I  said  to  him  before  he  left,  “That  was  the  best  oral  statement  of  the 
problem  that  I  have  heard.  Would  you  mind  writing  it  down  for 
me?” 

He  did. 

Because  of  his  grasp  of  it,  it  is  possible  that  this  subcommittee 
might  wish  to  call  him  as  a  witness. 

Senator  Symington.  Would  you  like  to  submit  it  for  the  record? 

Mr.  McNeil.  I  would  like  to  submit  this  for  the  record  if  I  may, 
because  it  is  an  excellent  statement  of  the  problem.1 


1  See  p.  227  for  Comments  on  Federal  Budgeting  and  Accounting,  by  Dr.  Lloyd  Morey. 
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Senator  Symington.  Fine.  We  will  discuss  it  with  the  subcom¬ 
mittee  as  to  whether  or  not  we  will  call  him  as  a  witness.  What  was 
his  name,  again  ? 

Mr.  McNeil.  Dr.  Lloyd  Morey.  He  was  president  of  the  Uni¬ 
versity  of  Illinois  until  about  last  September.  He  has  since  retired. 
But  he  has  had  an  interest  in  this  problem  for  years,  and  has  made  as 
clear  a  statement  as  I  have  seen  of  the  problem. 

Senator  Symington.  I  want  to  say  for  the  subcommittee  in  the 
absence  of  the  regular  chairman  that  I  think  your  testimony  this 
morning  has  been  very  constructive.  We  deeply  appreciate  the  time 
that  you  have  given  to  this  problem. 

Senator  Martin.  I  would  like  to  second  your  statement,  Senator. 

Senator  Symington.  Thank  you,  Senator.  And  thank  you,  Mr. 
Secretary. 

Mr.  McNeil.  Thank  you,  sir. 

(Whereupon,  at  12:45  p.  m.,  the  subcommittee  recessed  to  recon¬ 
vene  at  10  a.  m.,  Wednesday,  March  28, 1956.) 

(Prepared  statement  referred  to  by  Mr.  McNeil,  on  p.  162  and  Mr. 
Lanman,  p.  89  follows :) 

Statement  of  Department  of  Defense  Views  on  S.  3199 

A  bill  to  improve  governmental  budgeting  and  accounting  methods  and  pro¬ 
cedures,  and  for  other  purposes. 

This  bill  covers  many  recommendations  in  the  Hoover  Commission  Report  on 
Budet  and  Accounting.  It  covers  important  methods  and  procedures  in  govern¬ 
mental  budgeting  and  accounting.  These  are  administrative  matters  which  could 
be  handled  without  legislation,  although  when  enunciated  in  law  may  have  an 
important  effect  on  expediting  desirable  improvements. 

Our  comments  which  follow  are  selective  and  represent  our  comments  to  the 
Bureau  of  the  Budget  on  the  recommendations  in  the  Hoover  Commission  re¬ 
ports.  These  comments  have  not  been  approved  by  the  Bureau  of  the  Budget  or 
by  the  President.  Copies  of  the  comprehensive  views  of  the  Department  of 
Defense  on  the  Hoover  Commission  recommendations  covered  by  this  legislation 
are  available  and  we  should  like,  in  the  interest  of  time,  to  place  them  in  the 
record. 


COST  BASED  BUDGETS,  ACCOUNTS,  AND  REPORTS 

Section  1  (b)  of  the  proposed  bill  would  amend  section  216  of  the  Budget  and 
Accounting  Act  to  require  the  use  of  cost-based  budgets  in  each  department  and 
establishment  and  their  subordinate  units  for  purposes  of  administration  and 
operation,  including  fund  control.  It  would  also  require  the  use  of  cost-based 
budgets  in  all  requests  for  regular,  supplemental,  or  deficiency  appropriations 
which  are  submitted  to  the  Bureau  of  the  Budget. 

We  believe  the  use  of  cost-based  budgets  on  the  basis  outlined  hereinafter 
is  desirable.  Loose  application  of  this  concept  as  advocated  by  many  without 
knowledge  of  Government  requirements  and  without  Government  management 
experience,  could  lead  to  many  difficulties. 

It  should  be  clearly  understood  that  the  use  of  cost-based  budgets  should  not 
result  in  eliminating  the  requirement  for  budgeting  for  expenditures  and  for 
obligational  authority  to  be  provided  to  an  agency,  by  appropriation  or  other¬ 
wise,  in  order  to  incur  obligations  in  advance  of  incurring  costs.  The  Department 
of  Defense  acquires  a  great  deal  of  materiel  and  undertakes  construction  under 
long-term  contracts  far  in  advance  of  expenditures  or  delivery  of  materiel. 
While  it  might  be  necessary  to  point  this  out,  there  are  some  who  in  urging 
the  use  of  cost-based  budgets,  have  not  fully  recognized  the  requirement  for 
operating  within  appropriation  limitations  based  upon  necessary  financial  author¬ 
ity  for  obligations  to  be  incurred  in  advance  of  costs.  Some  have  also  seemed 
to  indicate  there  is  a  basic  conflict  between  budgets  based  on  cost  and  those 
based  on  requirements  for  obligational  authority.  Actually  there  should  be  no 
conflict.  Obligational  authority  should  be  requested  and  provided  in  terms  of 
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cost,  although  the  cost  impact  will  he  in  future  fiscal  periods.  Likewise, 
fund  control  within  an  agency  must  be  based  upon  granting  obligational  authority 
to  subordinate  units. 

While  we  note  no  feature  in  the  bill  which  would  change  the  present  concepts 
of  providing  obligational  authority  to  departments  and  agencies  through  appro¬ 
priations,  nor  which  would  revise  existing  laws  with  respect  to  the  adminis¬ 
trative  control  of  obligations  within  appropriation  authority  provided  by  Con¬ 
gress,  we  believe  the  bill  might  have  been  worded  to  indicate  more  clearly  that 
no  such  changes  are  intended.  Moreover,  w*e  believe  it  would  be  helpful  if  this 
proposed  revision  of  section  210  were  to  contain  an  additional  definition  of 
what  is  meant  by  the  cost  basis  of  budgets.  For  example,  in  the  case  of  some 
programs,  cost  means  “acquisition  cost,”  as  in  the  case  of  construction  of  public 
works,  and  procurement  and  production  of  materiel.  In  the  case  of  operating 
and  administrative-type  programs  it  means  cost  of  goods  and  services  consumed. 
However,  it  should  generally  be  understood  that  cost  of  depreciation  of  facilities 
procured  under  appropriations  would  not  be  included  as  an  operating  cost  by 
activities  utilizing  such  facilities,  except  as  otherwise  authorized  by  law,  as 
in  the  case  of  revolving  funds  where  the  acquisition  of  capital  assets  is  financed 
by  such  funds  and  depreciation  is  permitted  to  be  charged  as  a  cost  of  the  goods 
or  services  sold  by  the  activities  operated  under  such  funds. 

Therefore,  the  following  clarifying  amendments  of  the  proposed  bill  are 
suggested  for  consideration : 

(1)  Change  the  last  sentence  under  section  216  (a)  to  add  the  italicized  clause : 
“Fund  allocations  within  the  departments  and  establishments  shall  be  made 
on  the  basis  of  such  cost  budgets,  considering  the  lead  time  which  must  he  allowed 
in  incurring  obligations  in  advance  of  incurring  costs.” 

(2)  Insert  in  section  216  (c)  the  wording  italicized  above  after  the  word 
“shall  he  prepared  on  a  cost  basis.” 

(3)  Insert  in  section  216  (d)  the  italicized  words:  “The  budget  required  by 
section  201  of  this  Act  to  be  transmitted  to  the  Congress  shall  contain  infor¬ 
mation  on  program  costs  and  accomplishments  as  well  as  obligations  and 
expenditures.  *  *  *” 

(4)  Add  section  216  (e)  to  define  the  cost  basis  of  budgets  as  follows: 

“(e)  The  cost  basis  of  budgets,  as  provided  in  this  section  shall  mean: 

“(1)  cost  of  acquisition  in  the  case  of  programs  for  construction  of 
public  works  or  procurement  and  production  of  materiel. 

“(2)  cost  of  goods  and  services  consumed  in  the  case  of  operating- 
and  administrative-type  programs. 

“(3)  depreciation  of  capital  assets  employed  shall  be  excluded  as  a 
cost  except  in  cases  specifically  authorized  by  law.” 

While  the  proposed  bill  does  not  provide  for  changing  the  basis  of  appropria¬ 
tions  from  obligational  authority  to  accrued  expenditures  or  costs,  as  recom¬ 
mended  by  the  Hoover  Commission,  we  would  like  to  mention  that  the  Depart¬ 
ment  of  Defense  is  not  opposed  to  that  idea  and  believes  it  has  merit,  provided 
the  concept  of  obligational  authority  is  retained,  as  for  example  by  the  provision 
of  separate  contract  authority  by  the  Congress,  in  the  manner  recommended 
by  the  Hoover  Commission.  In  fact,  the  Assistant  Secretary  of  Defense  (Comp¬ 
troller)  made  a  concrete  written  proposal  on  this  subject  in  February  1953  1  at 
the  request  of  Senator  Byrd.  We  shall  be  glad  to  provide  this  committee  with 
a  copy  of  the  memorandum  prepared  for  Senator  Byrd  (see  p.  92). 

BUREAU  OF  BUDGET  REPRESENTATIVES  IN  EACH  AGENCY 

Section  1  (c)  of  the  proposed  bill  would  require  the  Bureau  of  the  Budget  to 
assign  personnel  to  serve  in  each  principal  department  and  agency. 

It  is  questionable  whether  the  Budget  and  Accounting  Act  should  be  amended 
as  proposed  to  prescribe  the  designation  and  assignment  of  Bureau  of  the  Budget 
personnel  to  serve  in  the  principal  departments  and  establishments,  under  rules 
and  regulations  of  the  President,  for  the  purpose  of  maintaining  continuous 
review  of  budget  preparation  and  administration  and  assist  the  agency  in 
carrying  out  its  managerial  functions  and  responsibilities.  In  particular  there 
is  no  good  reason  why  the  law  should  require  the  assignment  of  “no  more  than 
two  persons  for  each  principal  subdivision  of  a  department  or  establishment,”  nor 
that  the  person  so  assigned  “shall  possess  the  combined  skills  of  the  statistician, 
cost  accountant,  administrative  expert,  and  program  analyst.”  This  entire  pro¬ 
vision  should  be  omitted  from  law  because  it  is  an  administrative  matter. 
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Section  2  (b)  would  amend  section  113  of  the  Budget  and  Accounting  Act  to 
require  each  agency  to  maintain  its  accounts,  on  an  accrual  basis  in  accordance 
with  standards  prescribed  by  the  Comptroller  General,  to  show  currently,  com¬ 
pletely,  and  clearly  the  costs,  resources,  and  liabilities  of  such  agency.  It  is 
further  provided  that  the  accounting  system  required  shall  include  monetary 
property  accounting  records.  These  accounting  requirements  naturally  should 
accompany  the  use  of  the  cost  basis  of  budgeting. 

It  is  doubtless  not  intended  to  imply  that  an  agency  should  maintain  its 
accounts  exclusively  on  an  accrual  basis,  because  that  would  mean  the  agency 
would  not  maintain  its  accounts  on  the  basis  of  available  appropriations  and 
administrative  subdivisions  thereof  in  the  manner  otherwise  directed  by  the 
Congress  in  order  to  prevent  the  overobligation  of  funds  and  incurring  of  de¬ 
ficiencies  prior  to  the  recording  of  costs  or  liabilities  in  the  accounts  on  the 
accrual  basis.  In  order  to  adequately  control  its  funds,  each  agency  must  con¬ 
tinue  to  account  for  obligations  incurred  in  advance  of  costs.  In  other  words,  it 
must  go  beyond  the  accrual  basis  of  accounting  as  generally  practiced  in  indus¬ 
try.  Moreover,  it  is  necessary  that  each  agency  shall  maintain  accounts  on  a 
cash  basis,  as  also  required  by  the  Congress,  in  accounting  for  appropriations  on 
the  books  of  the  Treasury,  in  determining  the  annual  cash  surplus  or  deficit  of 
the  Government  as  a  whole,  and  in  order  to  account  for  expenditures  in  relation 
to  amounts  budgeted. 

There  has  also  been  some  misunderstanding  on  the  part  of  some  accountants 
outside  the  Federal  Government  of  the  special  accounting  needs  of  the  Govern¬ 
ment  and  some  impatience  with  the  maintenance  of  the  obligation  and  expendi¬ 
ture  bases  of  accounting.  There  have  been  those  also  who,  while  recognizing 
requirements  for  maintenance  of  accounts  on  the  basis  of  obligations  and  expendi¬ 
tures,  have  proposed  the  maintenance  of  separate  accounting  systems  on  the 
accrual  basis,  including  resources,  liabilities,  and  cost  of  operations,  independent 
of,  or  overlapping  the  accounting  for  the  appropriated  funds  for  which  the 
agency  is  accountable.  In  general,  it  is  usually  proposed  that  such  separate 
accounts  be  reconciled  with  the  appropriated  fund  accounts  so  far  as  obligations 
and  costs  are  related,  but  generally  there  is  no  consideration  given  to  accounting 
for  resources  and  liabilities  in  relation  to  the  specific  appropriation  and  fund 
subdivisions. 

While  we  agree  that  the  use  of  the  accrual  basis  of  accounting  is  desirable  to 
the  extent  of  providing  the  same  basis  of  accounting  as  required  for  budgeting 
on  a  cost  basis  (as  previously  explained),  we  believe  it  is  important  that  there 
be  no  indication  in  the  bill  of  either  implying  possible  elimination  of  the  obliga¬ 
tion  and  expenditure  basis  of  accounting  for  funds  or  any  possible  requirement 
to  duplicate  such  accounting  through  the  use  of  another  system,  even  with  the 
understanding  that  there  be  reconciliations  between  the  two  systems.  The  ac¬ 
crual  basis  of  accounting  can  be  integrated  within  the  basis  of  fund  accounting 
without  the  use  of  any  separate  system  of  accounts,  nor  requirement  for  a  recon¬ 
ciliation  between  separate  cost  and  obligation  accounts.  However,  such  inte¬ 
gration  is  often  facilitated  by  the  use  of  revolving  funds,  as  in  the  Department 
of  Defense,  for  financing  inventories  of  consumable  materiel  and  production  of 
goods  and  services  in  industrial-  and  commercial-type  activities,  for  sale  to 
activities  financed  by  appropriated  funds. 

The  proposed  bill  would  provide  that  the  Comptroller  General  prescribe  stand¬ 
ards  for  implementing  the  provisions  for  establishing  the  accrual  basis  of  ac¬ 
counting.  We  believe  this  responsibility  should  be  in  the  executive  branch  of 
the  Government,  in  the  Director  of  the  Bureau  of  the  Budget.  Such  standards 
are  inextricable  from  standards  for  the  cost  basis  of  budgeting.  Moreover,  a 
further  provision  in  the  bill  establishes  the  position  of  Assistant  Director  of  the 
Bureau  of  the  Budget  for  Accounting  to  spearhead  accounting  improvements  in 
the  executive  branch.  This  should  mean  transfer  of  leadership  in  the  joint 
accounting  program  to  the  Bureau  of  the  Budget. 

For  these  reasons  we  suggest  a  complete  restatement  of  the  proposed  section 
113  (c)  as  follows : 

“(c)  As  soon  as  practicable  after  the  date  of  enactment  of  this  subsection,  the 
head  of  each  executive  agency  shall,  in  accordance  with  standards  prescribed  by 
the  Director  of  the  Bureau  of  the  Budget,  cause  the  accounts  of  such  agency  to 
be  so  maintained  as  to  show  completely  and  clearly  all  expendable  resources, 
liabilities,  available  balances,  and  costs  incurred  as  well  as  obligations  incurred, 
under  each  appropriation  and  allocation  or  allotment  thereof,  with  a  view  to 
facilitating  the  preparation  of  agency  reports  to  include  cost  data  as  required 
by  section  21G  of  the  Budget  and  Accounting  Act  of  1M21.  In  addition,  the  ac- 
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counting  system  required  shall  include  adequate  monetary  property  accounting 
records,  integrated  with  the  appropriated  fund  accounts.  Wherever  desirable 
to  facilitate  this  integration,  the  use  of  revolving  funds  shall  be  encouraged  to 
finance  procurement  and  inventories  of  consumable  materiel  and  production  of 
goods  and  services  for  sale  on  a  reimbursable  basis  to  consuming  activities 
financed  by  appropriated  funds.” 

STAFF  OFFICE  OF  ACCOUNTING 

Section  2  (c)  of  the  act  would  further  amend  the  Budget  and  Accounting  Act 
by  adding  section  120  to  establish  in  the  Bureau  of  the  Budget  under  the  super¬ 
vision  of  the  Director  thereof  a  staff  Office  of  Accounting,  the  head  of  which  shall 
be  the  Assistant  Director  of  Accounting. 

The  Department  of  Defense  sees  merit  in  this  recommendation  from  the  stand¬ 
point  that  it  would  provide  a  better  means  of  effecting  improved  integrated 
budgeting  and  accounting  for  the  Governmnet  as  a  whole,  and  this  would  have 
an  impact  upon  the  Department  of  Defense  as  well  as  other  Government  agencies. 
Logically,  the  functions  of  budgeting  and  accounting  improvements  go  hand  in 
hand  and  both  are  properly  placed  within  the  executive  branch  of  the  Govern¬ 
ment.  Therefore,  we  believe  it  desirable  that  the  Budget  and  Accounting  Act 
be  amended,  consistent  with  the  establishment  of  this  function  in  the  Bureau  of 
the  Budget,  to  provide  that  all  budgeting  and  accounting  principles  and  standards 
should  be  established  by  the  Director  of  the  Bureau  of  the  Budget  in  the  executive 
branch  of  the  Government  rather  than  by  the  Comptroller  General. 

comptrollers  for  executive  agencies 

The  proposed  bill  would  also  amend  the  Budget  and  Accounting  Act  by  adding 
section  121  which  would  establish  requirements  for  the  head  of  each  executive 
agency  to  appoint  a  comptroller  to  be  directly  responsible  to  him.  It  also  pro¬ 
vides  certain  specific  functions  and  duties  of  the  agency  comptrollers.  Criticism 
of  this  section  is  as  follows  : 

(1)  It  is  not  necessary  in  the  case  of  Department  of  Defense,  because  title 
IY  of  the  National  Security  Act  covers  this  subject  on  a  much  broader  basis. 
(It  is  important,  however,  that  the  present  proposed  legislation  shall  not  super¬ 
sede  the  provisions  of  title  IV,  although  there  may  be  some  question  as  to 
whether  the  proposed  law,  if  passed,  would  have  such  effect. ) 

(2)  The  Comptroller’s  functions,  as  provided  by  the  bill  (in  the  language  of 
the  statement  of  Department  of  Defense  views)  “greatly  underemphasize  his 
budget  responsibilities.  While  his  accounting  responsibilities  are  important, 
as  emphasized  by  the  Commission,  his  budget  responsibilities  are  even  greater. 
The  Commission’s  report  does  not  adequately  set  forth  the  concept  that  the 
Comptroller  (or  the  Assistant  Secretary  for  Financial  Management)  should 
provide  an  independent  review  and  analysis  of  budgets,  as  well  as  reports  on 
performance,  and  that  he  should  assist  the  Secretary  of  the  Department  as  a 
coordinator  in  reconciling  and  balancing  with  each  other,  the  budget  claims 
for  financial  support  of  the  several  fields  of  operating  interest  (each  of  which 
has  its  advocate  at  top  level)  with  the  potential  resources,  including  spending 
authority  granted  by  the  Congress.  This  does  not  mean  that  the  Comptroller 
(or  Assistant  Secretary  for  Financial  Management)  actually  controls  the 
operations,  or  serves  as  a  general  manager,  or  is  the  superior  of  his  teammates 
who  have  responsibility  for  actual  operations  in  their  respective  fields.  The 
Department  of  Defense  has  been  active  in  the  development  of  this  concept  in  the 
Federal  Government.” 

(3)  The  bill  requires  the  head  of  each  agency  to  seek,  and  presumably  be 
guided  by,  the  advice  of  the  Assistant  Director  for  Accounting,  Bureau  of  the 
Budget,  a  proposed  new  statutory  office,  with  respect  to  all  comptroller  ap¬ 
pointments.  (It  is  believed  the  use  of  such  advice  should  be  on  purely  a 
voluntary  basis.  See  Commission  recommendations  Nos.  10  and  12  and  De¬ 
partment  of  Defense  views  thereon.  This  provisions  should  not  be  a  statutory 
matter.) 

SIMPLIFICATION  OF  ALLOTMENT  SYSTEM  FOR  ALLOCATING  FUNDS 

Section  3  would  require  simplification  of  the  allotment  system  although  it  is 
questionable  whether  such  a  provision  of  law  is  required.  The  Department  of 
Defense  concurs  in  the  objective  of  this  provision,  provided  it  is  understood 
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that  some  military  department  installations  may  have  more  than  one  operating 
unit  located  thereon.  Considerable  progress  has  already  been  made  and  is 
continuing  rapidly  within  the  Department  of  Defense  toward  achievement 
of  this  objective  under  guidance  of  the  Assistant  Secretary  of  Defense  (Comp¬ 
troller). 

One  of  the  major  requirements  for  further  reductions  of  unnecessary  “pockets 
of  funds”  is  believed  to  be  the  further  development  of  the  method  of  financing 
cross-servicing  between  departments  upon  a  reimbursable  basis,  rather  than  by 
separate  citation  of  the  ordering  agency’s  funds  in  connection  with  individual 
transactions  affecting  the  cost  of  work  ordered.  Working  capital  funds  have 
provided  one  solution  of  this  difficulty,  although  this  is  not  a  primary  objective 
of  the  use  of  such  funds.  Further  development  in  this  direction  of  financing 
services  upon  a  reimbursable  basis,  under  the  allotment  of  the  performing  activity, 
awaits  changes  in  Budget-Treasury  Regulation  No.  1,  by  the  Director  of  the 
Bureau  of  the  Budget  and  the  Secretary  of  the  Treasury,  with  the  collaboration 
of  the  Comptroller  General. 

SINGLE  AGENCY  ACCOUNTS 

Section  4  of  the  proposed  bill  would  require  establishment  of  a  single  account 
under  each  present  annual  appropriation.  This  would  simplify  integration  of 
accounting  for  costs  and  obligations,  which  is  one  of  the  most  important  ob¬ 
jectives  of  the  bill,  as  well  as  permit  the  agencies  to  settle  claims  against  appro¬ 
priations  which  presently  lapse. 

This  provision  is  also  the  subject  of  S.  3362  upon  which  we  have  made  a 
previous  statement. 


(Attachment  to  views  on  S.  3199) 

Department  op  Defense  Views  on  Implementation  of  Report  on  Budget  and 

Accounting 

(These  comments  are  those  of  the  Department  of  Defense  and  should  not  be 
considered  as  representing  the  position  of  the  administration.  Also  they  do  not 
necessarily  represent  the  final  conclusions  of  the  Department.) 

By  Commission  on  Organization  of  the  Executive  Branch  of  the  Government, 

October  1955 

recommendation  no.  i 

(a)  That  the  Bureau  of  the  Budget  expand  and  make  more  effective  the  dis¬ 
charge  of  its  managerial  and  budgeting  functions ; 

(&)  That  in  order  to  do  this,  among  other  things,  it  should  place  in  important 
agencies  one  or  more  well-qualified  employees  whose  duties  should  include  con¬ 
tinuous  year-round  review,  at  the  site  of  the  agency,  of  agency  budget  preparation 
and  administration  and  other  facets  of  the  Bureau’s  managerial  responsibilities ; 
and 

(c)  If  necessary,  the  Congress  should  increase  the  resources  of  the  Bureau 
of  the  Budget  for  that  purpose. 

Department  of  Defense  position 

Concur  in  principle. 

Comments 

The  Bureau  of  the  Budget  and  the  Department  of  Defense  already  have  long- 
established  arrangements  whereby  well-qualified  employees  of  the  Bureau  are 
assigned  on  a  continuing  year-round  basis  to  review  of  agency  budgets  and  other 
aspects  of  financial  management  of  all  components  of  the  Department  of  Defense. 
Much  of  these  reviews  are  conducted  on  the  site.  The  constructive  results  of 
these  arrangements  are  acknowledged.  The  staff  of  the  Office  of  the  Secretary  of 
Defense  is  also  engaged  in  reviews  of  agency  budgets  and  other  aspects  of  man¬ 
agement  of  the  military  departments ;  this  should  mean  a  lesser  requirement  for 
review  by  representatives  of  the  Bureau  of  the  Budget. 

Parts  (a)  and  (c)  of  this  recommendation  relate  to  expansion  of  the  Bureau 
and  increase  of  its  resources.  It  is  believed  “reorientation”  of  the  Bureau’s 
emphasis  on  managerial  functions  and  on  operating  budgets  rather  than  upon 
formulation  of  the  annual  President’s  budget  might  result  in  more  effective  uti¬ 
lization  of  present  personnel  and  resources. 
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Implementation 

Primarily  by  the  Bureau  of  the  Budget  but  Department  of  Defense  will  cooper¬ 
ate. 

RECOMMENDATION  NO.  2 

That  the  executive  agencies  report  annually  to  the  Bureau  of  the  Budget  on  the 
conduct  of  their  operations.  On  the  basis  of  the  agencies’  reports  and  other  avail¬ 
able  information,  the  Bureau  should  prepare  for  the  President  an  annual  report 
on  performance  for  the  executive  branch  as  a  whole. 

Department  of  Defense  position 
Concur. 

Comments 

The  Department  of  Defense  believes  this  recommendation  to  be  a  constructive 
one  and  would  cooperate  wholeheartedly  in  its  implementation.  However,  it  is 
addressed  to  the  President  and  the  Bureau  of  the  Budget  for  application  upon  a 
governmentwide  basis.  If  this  recommendation  were  implemented,  great  care 
would  be  required  in  selecting  the  types  of  data  to  be  included  and  the  manner 
of  presentation ;  there  would  be  great  danger  that  such  reports  would  not  serve 
the  intended  purpose. 

Implementation 

Department  of  Defense  will  cooperate  in  the  establishment  of  such  a  program, 
if  it  is  established  on  a  governmentwide  basis. 

RECOMMENDATION  NO.  3 
See  recommendation  No.  7. 

RECOMMENDATION  NO.  4 

That  the  executive  budget  continue  to  be  based  upon  functions,  activities,  and 
projects  adequately  supported  by  information  on  program  costs  and  accomplish¬ 
ment,  and  by  a  review  of  performance  by  organizational  units  where  these  do  not 
coincide  with  performance  budget  classifications. 

Department  <of  Defense  position 

Concur.  See  recommendation  No.  5  below  for  comments  and  implementation. 

RECOMMENDATION  NO.  5 

That  the  agencies  take  further  steps  to  synchronize  their  organization  struc¬ 
tures,  budget  classifications,  and  accounting  systems. 

Department  of  Defense  position 
Concur. 

Comments 

These  two  recommendations  are  a  statoutory  requirement  of  section  403  of  the 
National  Security  Act,  as  amended.  In  this  respect,  the  following  significant  state¬ 
ment  of  basic  principles  is  contained  in  the  Senate  Armed  Services  Committee  re¬ 
port  on  the  National  Security  Act  Amendments  of  1949 : 

“ Basic  principles. — The  underlying  principles  of  the  performance  budget  are 
clear  and  simple.  The  performance  budget  contemplates — 

“(a)  that  all  costs  relating  to  a  logical  and  identifiable  program  be  in¬ 
cluded  as  a  project  or  a  budget  program  for  presentation  and  justification 
by  the  Department  concerned  to  the  Bureau  of  the  Budget,  the  President, 
and  the  Congress,  and  for  administration  and  reporting  after  the  appropri¬ 
ation  of  moneys ; 

“(b)  that  there  be  a  logical  and,  so  far  as  practical,  uniform  grouping  of 
projects  or  budget  programs  by  the  primary  functions  of  the  military  de¬ 
partments,  with  this  grouping  paralleling  so  far  as  possible,  the  organization 
and  management  structure; 

“(c)  that  there  be  a  segregation  between  capital  and  current  operating 
categories.” 

While  much  progress  has  been  made  by  the  Department  of  Defense  (with  the 
aid  and  encouragement  of  the  Appropriation  Committees),  there  are  still  some 
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desirable  additional  improvements  required  in  order  to  attain  the  full  objectives 
with  respect  to  both  recommendations. 

One  important  special  problem  which  is  now  being  studied,  by  request  of  the 
House  Appropriation  Committee,  concerns  the  budgeting,  appropriation,  and  ac¬ 
counting  for  the  element  of  military  personnel  cost  of  support-type  activities  like 
any  other  elements  (objects)  of  cost  of  such  activities — that  is,  such  costs  should 
be  appropriated  for  and  accounted  for  as  part  of  the  total  costs  of  the  respective 
programs,  functions,  or  activities.  It  is  noted  that  the  Commission’s  report  ap¬ 
pears  to  endorse  this  objective  (see  p.  38). 

Implementation 

Department  of  Defense  will  continue  development  in  connection  with  imple¬ 
mentation  of  title  IV  of  National  Security  Act,  as  amended. 

RECOMMENDATION  NO.  6 

See  recommendation  No.  7. 

RECOMMENDATION  NO.  7 

That  the  executive  budget  and  congressional  appropriations  be  in  terms  of 
estimated  annual  accrued  expenditures,  namely,  charges  for  the  cost  of  goods  and 
services  estimated  to  be  received. 

RECOMMENDATION  NO.  6 

That  executive  agency  budgets  be  formulated  and  administered  on  a  cost  basis.. 

RECOMMENDATION  NO  3 

That  for  management  purposes,  cost  based  operating  budgets  be  used  to  de¬ 
termine  fund  allocations  within  the  agencies,  such  budgets  to  be  supplemented 
by  periodic  reports  on  performance. 

RECOMMENDATION  NO  14 

That  Government  accounts  be  kept  on  tbe  accrual  basis  to  show  currently, 
completely  and  clearly  all  resources  and  liabilities,  and  the  costs  of  operations. 
Furthermore,  agency  budgeting  and  financial  reporting  should  be  developed  from 
such  accrual  accounting. 

Recommendations  7,  6,  3,  and  14  are  related  with  respect  to  the  technical  bases 
of  budgeting  and  accounting  for  governmental  funds  for  the  purposes  of  con¬ 
gressional,  Presidential,  and  agency  control.  It  is  desirable  to  comment  upon 
them  as  a  group.  These  four  recommendations  deal  with  the  financial  manage¬ 
ment  process  through  budget  formulation  and  appropriation,  the  operating  budget 
and  establishing  allocations  and  allotments,  and  account  keeping  and  financial 
reporting.  The  Commission  proposals  in  this  area  include  (1)  basing  appropria¬ 
tions  on  estimated  accrued  expenditures,  and  (2)  in  addition  providing  con¬ 
gressional  contract  authorizations  to  cover  procurement,  construction,  etc.  Only 
the  first  aspect  of  this  proposal  is  included  in  the  numbered  recommendations, 
leaving  the  second  aspect  to  be  extracted  from  the  supporting  text  of  the  Com¬ 
mission  report  (see  p.  23).  It  is  possible  to  deal  with  the  matter  more  clearly 
if  both  aspects  of  the  Commission  proposal,  as  described  on  page  23,  are  recog¬ 
nized  as  included. 

Department  of  Defense  position 

Concur  in  principle  but  believe  that  recommendations  as  stated  are  not  com¬ 
plete.  See  comments  below. 

Comments 

Bases  of  budgeting  and  accounting. — The  use  of  the  “accrued  expenditure”  and 
“cost  bases”  of  budgeting  and  accounting  would  contribute  greatly  to  financial 
control  at  all  levels.  However,  it  is  important  to  properly  define  these  terms. 

The  “accrued  expenditure”  basis  should  be  understood  to  include  charges  for 
progress  payments  under  long-term  contracts  as  well  as  charges  for  the  cost  of 
goods  and  services  received  during  the  budget  year  under  other  contracts  and 
employment  arrangements,  as  recognized  by  the  task  force  on  page  38  of  its  re¬ 
port.  In  the  case  of  construction  work  and  procurement  of  much  heavy  military 
equipment,  contractual  payments  are  required  to  be  made  during  the  course  of 
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performance  of  the  contracts  in  order  to  finance  the  contractors,  and  such  pay¬ 
ments  are  in  advance  of  the  receipt  of  the  goods  or  completion  of  construction — 
such  amounts  also  represent  accrued  expenditures  when  properly  charged. 

The  cost  basis  should  be  understood  to  mean  : 

(а)  In  the  case  of  acquisition  of  property — cost  of  resources  applied  in  pro¬ 
curement,  production,  or  construction  of  such  property  actually  received  or 
completed,  and 

(б)  In  the  case  of  operating  activities — cost  of  resources  consumed  in  opera¬ 
tion  and  maintenance,  excluding  depreciation  or  writeoffs  of  capital  assets  em¬ 
ployed  in  operation  or  maintenance  except  for  industrial-  and  commercial-type 
activities  where  improved  management  tools  would  result,  as  may  be  appropriate 
under  approved  Government  policy. 

It  appears  desirable  to  state  the  general  understanding  that  application  of  the 
accrual  basis  of  accounting  should  be  modified  in  the  Federal  Government  to  ex¬ 
clude  depreciation  on  capital  property  except  for  industrial-  and  commercial-type 
activities  in  those  instances  where  improved  management  tools  would  result, 
as  may  be  appropriate  under  approved  Government  policy.  This  is  the  generally 
accepted  principle  of  application  of  the  accrual  basis  of  accounting  in  American 
State  and  local  governments  which  utilize  it.  And  we  believe  it  is  generally 
agreed  that  no  useful  purpose  would  be  served  by  estimating  or  recording  monthly 
or  annual  depreciation  on  military  buildings  and  structures,  ships,  aix-craft, 
combat  vehicles,  guns,  etc. 

It  is  important  in  financial  control  to  budget  and  account  for  the  cost  of 
acquisition  of  all  property  (including  both  capital  property  and  consumption- 
type  materiel,  or  inventories,  the  cost  of  which  is  chargeable  to  operations  when 
consumed ) . 

Budgeting  and  accounting  for  the  cost  of  acquisition  of  property  presents  spe¬ 
cial  problems  in  the  Department  of  Defense  because  of  the  immense  amount  of 
construction  of  facilities  and  procurement  and  production  of  materiel,  all  of 
which  has  a  long  lead  time  between  planning  (or  programing)  and  completion 
or  delivery.  Control  of  cost  of  acquisition  demands  advance  budgeting,  authori¬ 
zation  of,  and  accounting  for  costs  of  procurement,  production,  and  construction, 
as  well  as  for  expenditures.  Currently  such  budgeting,  authorization,  and  ac¬ 
counting  are  provided  in  terms  of  “obligations”  as  well  as  expenditures.  As 
noted  above,  in  recommending  institution  of  the  use  of  the  accrual  and  cost 
bases  of  accounting,  the  Commission’s  recommendations  did  not  include  in  the 
formal  budget  and  reports  the  obligation  basis  of  advance  cost  authorizations. 
That  such  inclusion  was  intended  appears  evident  from  the  report  discussion, 
page  23. 

Basis  of  congressional  appropriations., — In  the  report  discussion  (p.  23)  it 
is  brought  out  that  in  recommending  change  in  the  basis  of  congressional  appro¬ 
priations  to  accrued  expenditures,  the  Commission  recommends  use  of  addi¬ 
tional,  contracting  authority  to  cover  construction,  procurement,  and  production 
involving  expenditures  beyond  the  budget  year.  This  would  assure  continuance 
of  the  present  type  of  obligation  control,  although  in  a  different  form. 

As  indicated  in  the  Commission’s  report,  the  Assistant  Secretary  of  Defense 
(Comptroller)  of  the  Department  of  Defense  has  previously  expressed  the 
opinion  that  the  idea  of  an  annual  expenditure  budget  has  merit,  and  that  while 
there  are  certain  administrative  difficulties  to  be  overcome,  he  does  not  believe 
them  to  be  insurmountable.  Such  difficulties  are  concerned  primarily  with  the 
difficulty  of  estimating  the  year  of  delivery  of  materiel  or  performance  of  services 
under  long-term  contracts.  As  a  result,  it  would  be  impossible  to  precisely  pre¬ 
dict  or  estimate  in  which  fiscal  year  the  contract  expenditures  might  fall.  There¬ 
fore,  it  should  be  understood  that  uuexpended  balances  of  appropriations  at 
the  end  of  any  fiscal  year  for  the  purpose  of  meeting  contractual  payments  should 
be  carried  over  to  cover  the  expenditures  to  the  extent  they  may  subsequently 
materialize.  It  should  also  be  understood  that  when  the  Congress  authorizes 
obligations  to  be  undertaken  without  simultaneously  authorizing  payments  by 
appropriation  action  (to  the  extent  it  is  estimated  expenditures  will  not  be  pay¬ 
able  during  the  same  year  the  obligations  are  placed),  the  legal  consequence  is 
that  the  Congress  (or  any  future  Congress)  is  committed  to  making  future 
appropriations  to  meet  the  required  payments  (including  settlement  of  claims 
in  the  case  of  contracts  terminated  for  the  convenience  of  the  Government). 

Inasmuch  as  the  proposed  contract  authority  eventually  results  in  payments  by 
the  Government,  it  may  well  be  asked  what  purpose  is  served  by  deferring  the 
making  of  appropriations  in  full  to  cover  such  payments.  Does  this  provide 
more  congressional  control?  In  a  strict  theoretical  sense,  it  does  not  increase 
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congressional  control.  However,  the  proposed  division  of  contract  and  expendi¬ 
ture  authority  might  well  have  the  result  of  providing  an  incentive  for  improved 
expenditure  budgeting  and  improved  production  and  performance  scheduling, 
with  resultant  economies.  At  least,  by  substitution  of  contract  authority  for 
advance  appropriations,  the  substantial  reduction  of  the  present  large  annual 
carryover  of  appropriation  authority,  reserved  to  cover  all  future  payments 
under  contract  obligations,  should  result  in  better  understanding  of  the  Federal 
budget.  Certain  other  advantages  cited  in  the  Commission’s  report  are  not 
believed  to  exist.  The  proposed  system  would  not  enable  the  Congress,  at  the 
time  it  considers  appropriations  for  expenditure,  to  reconsider  past  actions  in 
granting  contract  authority  any  more  than  it  can  act  today  to  rescind  past  appro¬ 
priations.  (The  Congress  can  always  rescind  appropriation  authority  to  pay 
existing  obligations,  if  it  desires  to  have  contracts  canceled  or  cut  back,  but  it 
must  provide  for  payment  of  losses  for  such  contract  settlements.)  Moreover  the 
proposed  system  would  not  operate  to  remove  any  incentive  which  may  exist  to 
obligate  all  available  obligational  authority  before  the  end  of  each  fiscal  year. 

That  portion  of  the  recommendation  concerning  making  of  congressional  ap¬ 
propriations  in  terms  of  accrued  expenditures  would  not  require  implementation 
in  order  to  permit  the  use  of  the  accrued  expenditure  and  cost  bases  of  budgeting 
and  accounting  (in  addition  to  the  obligation  basis)  for  the  purposes  of  executive 
and  congressional  control. 

If  this  recommendation  is  accepted  by  the  Congress  for  application  on  a 
governmentwide  basis,  there  should  be  a  period  of  at  least  1  year,  for  the  purpose 
of  study  and  preparation,  before  placing  the  plan  into  effect. 

Financial  control  through  operating  budgets. — Although  the  Commission  report 
uses  the  terms  “executive  budget”  and  “operating  budgets,”  it  does  not  distinguish 
between  them.  It  should  be  understood  that  the  executive  budget  means  the 
President’s  budget  which  is  Submitted  to  Congress  in  support  of  appropriation 
requests.  The  annual  executive  budget  must  be  completed  and  submitted  more 
than  6  months  before  the  beginning  of  any  fiscal  year  for  consideration  by  the 
Appropriations  Committees.  It  is  rendered  out-of-date  by  actions  of  the  Congress 
in  appropriating  funds,  as  well  as  by  the  lapse  of  time  and  changing  events. 

For  these  reasons,  it  is  necessary  to  revise  the  budget  at  the  beginning  of 
each  fiscal  year.  It  is  also  necessary  to  greatly  amplify  and  subdivide  the  budget 
by  individual  activities  within  each  agency  for  purposes  of  internal  management. 
These  revised  and  extended  budgets  may  be  termed  “operating  budgets.”  It  is 
assumed,  however,  that  the  several  bases  of  budgeting  and  accounting  and  the 
account  classifications  (except  for  differences  in  detail)  would  be  the  same  for 
both  budgets  (the  operating  budget  would  be  in  greater  detail). 

Operating  budgets  should  be  used  for  purposes  of  apportionment  of  funds  (i.  e., 
obligation  and  expenditure  authority)  by  the  Director  of  the  Bureau  of  the 
Budget,  as  well  as  in  making  fund  allocations  within  the  agencies,  as  recom¬ 
mended  by  the  Commission.  It  is  assumed  the  Commission  did  not  intend  to 
imply  elimination  of  the  apportionment  process. 

Fund  allocations  and  allotments  (see  recommendation  13)  should  be  consid¬ 
ered  simply  as  approvals  and  overall  limitations  of  operating  budgets  at  every 
level  by  the  respective  approximate  authorities  within  each  agency. 

If,  as  recommended  by  the  Commission,  the  Congress  were  to  separately  pro¬ 
vide  contract  authority  for  construction,  procurement,  and  production,  it  is 
assumed  that  apportionments,  allocations,  and  allotments  would  also  be  appro¬ 
priately  subdivided  between  such  contract  authority  and  expenditure  authority. 

Implementation  of  these  recommendations  in  Department  of  Defense. — The 
Department  of  Defense  subscribes  to  the  use  of  the  accrued  expenditure  and 
cost  basis  of  budgeting  and  accounting,  in  addition  to  the  obligation  basis,  sub  ject 
to  the  explanations  set  forth  above.  It  has  been  engaged  in  extensive  develop¬ 
ment  work  leading  to  this  end  through  implementation  of  title  IV  of  the  National 
Security  Act,  as  amended.  In  particular,  the  utilization  of  working-capital 
funds  results  in  consumer  budgets  being  stated  upon  the  basis  of  cost  of  resources 
consumed.  Moreover,  the  installation  of  financial  accounting  for  property  is  a 
necessary  major  step  in  this  direction.  The  full  utilization  of  the  accrued 
expenditure  basis  of  budgeting  and  reporting  in  the  congressional  budget  (as 
distinguished  from  management’s  operating  budgets  and  reports)  will  depend 
upon  governmentwide  development  and  upon  congressional  authority. 

It  is  desired  to  correct  what  may  be  an  erroneous  implication  in  a  quotation 
from  the  task  force  report  (pp.  13  and  14),  as  follows: 

“At  the  present  time  most  budgets  are  prepared  on  the  basis  of  estimated 
obligations  to  be  incurred  during  the  budget  year.  Obligations  are  orders  placed, 
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contracts  awarded,  services  received,  and  similar  transactions  during  a  given 
period  requiring  future  payment  of  money.  Obligations  to  be  incurred  during 
the  year  do  not  necessarily  have  any  relation  to  costs  to  be  incurred  during  the 
year. 

“The  task  force  states : 

“(a)  Such  a  budget  presentation  fails  to  take  into  account  inventories  and 
other  working  capital  carried  over  and  available  at  the  beginning  of  the 
year  which  may  be  consumed  in  the  programs  of  the  budget  year. 

“(h)  It  excludes  materials  which  may  become  available  during  the  budget 
year  on  the  basis  of  prior  year  obligations,  or  resources  which  are  estimated 
to  be  carried  over  to  the  following  year.  Obviously,  such  inventories  and 
materials  should  be  considered  in  establishing  the  level  of  funds  required 
to  accomplish  a  program. 

“(c)  The  accounting  data  required  in  formulating  and  controlling  agency 
budgets  is  that  which  reflects  the  costs  of  goods  and  services  to  lie  consumed 
in  carrying  out  budget  programs,  in  other  words,  estimated  costs  incurred. 
The  important  thing  in  budgeting  is  the  work  or  service  to  be  accomplished 
and  what  that  work  or  service  will  cost.  Current  Government  practice, 
concerned  primarily  with  incurring  obligations,  does  not  contribute  to  a 
determination  of  the  costs  of  work  or  service  to  be  paid  for  in  the  period 
under  review.  It  fails  to  relate  planned  operations  to  past  and  projected 
costs.” 

Although,  in  fact,  the  criticism  is  addressed  to  the  manner  of  presentation  of 
the  congressional  budget,  it  might  be  interpreted  by  many  as  a  criticism  of  the 
underlying  method  of  determining  requirements  for  additional  obligation  au¬ 
thority;  namely,  that  existing  resources  of  inventories,  goods  on  order,  and 
unobligated  balances  of  prior  years’  appropriation,  receive  no  consideration  in 
determining  such  requirements  for  additional  obligation  authority.  Such  an 
interpretation  would  not  be  true  in  the  case  of  the  Department  of  Defense — ■ 
(piite  the  contrary  is  true. 

Implementation 

Department  of  Defense  will  continue  with  installation  of  the  accrued  expendi¬ 
ture  and  cost  bases  of  budgeting  and  accounting,  primarily  with  respect  to 
implementation  of  title  IV  of  the  National  Security  Act,  as  amended,  and  subject 
to  such  governmentwide  requirements  as  may  be  imposed  by  law  or  regulations 
of  the  Bureau  of  the  Budget,  Treasury  Department,  and  General  Accounting 
Office.  It  will  also  develop  in  connection  with  implementation  of  title  IV  the 
utilization  of  these  bases  of  budgeting  and  accounting,  as  well  as  the  obligation 
basis,  in  internal  budgetary  administration  and  other  aspects  of  financial  control, 
including  reporting.  If  requested,  the  Department  of  Defense  will  also  support 
that  part  of  recommendation  No.  7  which  concerns  the  institution  of  a  system 
of  congressional  appropriations  in  terms  of  estimated  annual  accrued  expendi¬ 
tures  with  separation  of  contract  authority  to  cover  additional  obligations  for 
procurement,  production,  construction,  etc.,  but  only  if  provision  is  made  for 
continuing  the  merits  of  the  obligational  basis. 

RECOMMENDATION  NO.  8 

That  legislation  committing  the  Government  to  continuing  expenditures  for 
special  programs  which  are  not  susceptible  to  the  usual  budgetary  control  ordi¬ 
narily  be  enacted  for  a  limited  term  in  order  to  require  periodic  congressional 
review  of  their  usefulness. 

RECOMMENDATION  NO.  II 

That  the  Bureau  of  the  Budget  keep  such  programs  under  continuing  review, 
and  the  President’s  budget  contemplate  amendments  to  them  when  their  operation 
conflicts  with  current  budgetary  policy. 

Based  upon  the  exjilanation  in  the  Commission’s  report,  these  two  recommenda¬ 
tions  are  not  applicable  to  the  Department  of  Defense. 

RECOMMENDATION  NO.  10 

That  there  be  established  under  the  Director  of  the  Bureau  of  the  Budget  a 
new  staff  Office  of  Accounting  headed  by  an  Assistant  Director  for  Accounting, 
with  powers  and  duties  as  follows : 

(a)  To  develop  and  promulgate  an  overall  plan  for  accounting  and  reporting, 
consistent  with  broad  policies  and  standards  prescribed  by  the  Comptroller 
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General.  These  broad  policies  and  standards  should  continue  to  be  developed 
in  cooperation  with  the  executive  branch. 

(b)  To  exjiedite,  guide,  and  assist  in  the  introduction  of  modern  accounting 
methods  in  the  executive  agencies  consistent  with  the  overall  plan. 

(c)  To  set  reasonable  but  definite  time  schedules  for  performance  and  to  watch 
progress. 

( d )  To  stimulate  the  building  of  competent  accounting  and  auditing  organiza¬ 
tions  in  the  executive  agencies  and  to  assist  actively  in  the  selection,  training, 
and  retention  of  capable  personnel. 

(e)  To  report  at  least  annually  to  the  Budget  Director  with  respect  to  the 
status  of  accounting  in  each  of  the  executive  agencies. 

In  addition,  it  is  indicated  elsewhere  in  the  Commission’s  report  (p.  49)  that 
the  preparation  and  publication  of  comprehensive  central  reports  on  a  govern- 
mentwide  basis  should  be  a  function  of  the  Bureau  of  the  Budget,  and  that  this 
function  would  be  exercised  under  the  proposed  Assistant  Director  for  Account¬ 
ing. 

Department  of  Defense  position 

Concur  in  principle. 

Comments 

This  recommendation  is  addressed  primarily  to  the  Director  of  the  Bureau  of 
the  Budget.  The  Department  of  Defense  sees  merit  in  this  recommendation  from 
the  standpoint  that  it  would  provide  a  better  means  of  achieving  improved,  inte¬ 
grated  budgeting  and  accounting  for  the  Government  as  a  whole,  and  this  would 
have  an  impact  upon  the  Department  of  Defense  as  well  as  other  Government 
agencies.  Logically,  the  functions  of  budgeting  and  accounting  improvement  go 
hand  in  hand,  and  both  are  properly  placed  within  the  executive  branch  of  the 
Government. 

It  is  not  clear  what  impact  this  recommendation  is  intended  to  have  on  the 
functions  of  the  Comptroller  General  and  General  Accounting  Office.  While 
cooperation  would  still  be  required  between  Bureau  of  the  Budget  and  General 
Accounting  Office,  it  would  appear  to  be  desirable  that,  in  accordance  with  the 
recommendation,  the  leadership  in  the  joint  accounting  improvement  program 
should  be  passed  from  the  Comptroller  General  to  the  Director  of  the  Bureau 
of  the  Budget 

Writh  respect  to  paragraph  (d)  above,  it  would  be  considered  inappropriate 
and  not  potentially  effective  for  the  Assistant  Director  for  Accounting  to  under¬ 
take  to  select  agency  personnel  for  accounting  and  auditing  positions.  Neverthe¬ 
less,  he  might  advise  and  assist  in  such  actions  to  the  extent  requested,  and  he 
could  provide  assistance  through  setting  standards  for  selection,  training,  and 
retention  of  capable  personnel. 

Implementation 

None  needed  by  Department  of  Defense. 

RECOMMENDATION  NO.  11 

That  as  an  aid  to  financial  management  the  position  of  comptroller  be  estab¬ 
lished  in  the  principal  agencies  and  major  subdivisions  thereof  embracing  the 
following  duties  and  functions  : 

(a)  To  direct  the  setting  up  and  maintenance  throughout  his  agency  of  ade¬ 
quate  accounting  and  auditing  systems  and  procedures  in  conformity  with  the 
provisions  of  the  Budget  and  Accounting  Procedures  Act  of  1950. 

( ft )  To  direct  the  recruitment,  training,  and  development  of  qualified  account¬ 
ing  personnel. 

(o)  To  develop  and  be  responsible  for  reliable  and  informative  financial  re¬ 
ports  for  (1)  internal  management  purposes  and  (2)  for  issue  to  the  Congress 
and  other  executive  departments  or  agencies. 

(d)  To  interpret  and  advise  upon  significant  aspects  of  the  financial  reports. 

(e)  To  direct  the  preparation  and  review  execution  of  budgets  prepared  at 
operating  levels  for  the  information  of  top  management  which  is  responsible  for 
budget  policies. 

Department  of  Defense  position 

Concur  subject  to  qualification  that  actual  recruitment,  training,  and  develop¬ 
ment  of  qualified  personnel  should  be  conducted  in  collaboration  with  the  appro¬ 
priate  personnel  officials. 
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Comments 

The  position  of  comptroller  has  been  established  in  each  of  the  military  depart¬ 
ments,  as  well  as  for  the  Department  of  Defense,  pursuant  to  title  IV  of  the 
National  Security  Act,  as  amended.  The  position  of  comptroller  has  been  estab¬ 
lished,  also,  in  the  major  subdivisions  of  each  of  the  military  departments.  Fur¬ 
ther  reference  is  made  to  comptrollers  in  the  Department  of  Defense  under 
recommendations  Nos.  23  and  24. 

The  comptroller’s  functions,  as  recommended  by  the  Commission,  greatly  under¬ 
emphasize  his  budget  responsibilities.  While  his  accounting  responsibilities  are 
important,  as  emphasized  by  the  Commission,  his  budget  responsibilities  are  even 
greater.  The  Commission’s  report  does  not  adequately  set'forth  the  concept  that 
the  comptroller  (or  the  Assistant  Secretary  for  Financial  Management  )  should 
provide  an  independent  review  and  analysis  of  budgets,  as  well  as  reports  on 
performance,  and  that  he  should  assist  the  Secretary  of  the  Department  as  a 
coordinator  in  reconciling  and  balancing  with  each  other,  the  budget  claims  for 
linancial  support  by  the  several  fields  of  operating  interest  (each  of  which  has 
its  advocate  at  top  level)  with  the  potential  resources,  including  spending  au¬ 
thority  granted  by  the  Congress.  This  does  not  mean  that  the  comptroller  (or 
Assistant  Secretary  for  Financial  Management)  actually  controls  the  operations, 
or  serves  as  a  general  manager,  or  is  the  superior  of  his  teammates  who  have 
responsibility  for  actual  operations  in  their  respective  fields.  The  Department 
of  Defense  has  been  active  in  the  development  of  this  concept  in  the  Federal 
Government 

Implementation 

Department  of  Defense  will  continue  to  he  active  in  the  development  of  this 
concept  in  the  Federal  Government. 

.  :  RKCOMENDATION  NO.  12 

That  the  selection  of  agency  comptrollers  and  the  building  of  competent  ac¬ 
counting  organizations  in  the  executive  agencies  through  the  selection,  training, 
and  retention  of  capable  personnel  he  an  important  phase  of  the  guidance  and 
help  to  be  given  by  the  Assistant  Director  for  Accounting  in  the  Bureau  of  the 
Budget. 

Department  of  Defense  position 

Concur  in  principle. 

Comments 

The  Department  of  Defense  believes  that  any  guidance  and  help  in  the  selec¬ 
tion  and  training  of  comptroller  personnel  should  apply  to  a  much  broader  area 
than  the  field  of  accounting,  which  is  the  recommended  primary  area  of  interest 
of  the  recommended  Assistant  Director  for  Accounting  in  the  Bureau  of  the 
Budget.  Comments  concerning  the  extent  of  assistance  to  the  agencies  in  per¬ 
sonnel  matters  are  stated  in  the  comments  with  respect  to  recommendation 
No.  10. 

Implementation 

Department  of  Defense  will  utilize  such  assistance. 

recommendation  no.  13 

That  the  allotment  system  be  greatly  simplified.  As  an  objective  each  operat¬ 
ing  unit  should  be  financed  from  a  single  allotment  for  each  appropriation 
involved  in  its  operations. 

Department  of  Defense  position 

Concur  in  principle. 

Comments 

The  Department  of  Defense  concurs  in  this  recommendation,  provided  it  is 
understood  that  some  military  department  installations  may  have  more  than  one 
operating  unit  located  thereon.  Guidance  toward  this  objective  has  already  been 
furnished  the  military  departments  by  the  Assistant  Secretary  of  Defense 
(comptroller),  and  considerable  progress  has  been  made  during  the  past  2  fiscal 
years  (especially  in  gaining  acceptance  of  the  concept  and  objective  by  all  con¬ 
cerned,  both  inside  and  outside  the  Department  of  Defense),  although  much 
remains  to  he  accomplished. 
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One  of  the  major  requirements  for  further  reductions  of  unnecessary  “pockets 
of  funds”  is  believed  to  be  the  further  development  of  the  method  of  financing 
cross  servicing  between  departments  upon  a  reimbursable  basis,  rather  than  by 
separate  citation  of  the  ordering  agency's  funds  in  connection  with  individual 
transactions  affecting  the  cost  of  work  ordered.  Working  capital  funds  have 
provided  one  solution  of  this  difficulty,  although  this  is  not  a  primary  objective 
of  the  use  of  such  funds.  Further  development  in  this  direction  of  financing 
services  upon  a  reimbursable  basis,  under  the  allotment  of  the  performing 
activity,  awaits  changes  in  Budget-Treasury  Regulation  No.  1  by  the  Director 
of  the  Bureau  of  the  Budget  and  the  Secretary  of  the  Treasury,  with  the  col¬ 
laboration  of  the  Comptroller  General. 

Implementation 

The  Department  of  Defense  will  continue  to  take  actions  within  its  power 
in  simplification  of  the  allotment  system. 

RECOMMENDATION  NO.  14 
See  recommendation  No.  7. 

RECOMMENDATION  NO.  15 

That  after  appropriate  accrual  and  cost  accounting  techniques  have  been 
established  by  the  Government  agencies,  the  creation  or  continuation  of  revolving 
funds  should  be  reviewed  to  determine  whether  they  will  add  to  efficient  man¬ 
agement. 

Department  of  Defense  position 

No  objection  to  review  but  nonconcur  in  implication. 

Comments 

The  Department  of  Defense  does  not  understand  this  recommendation,  espe¬ 
cially  since  the  use  of  working  capital  funds  facilitates  and  simplifies  appli¬ 
cation  of  the  accrual  basis  of  accounting  and  cost  accounting  techniques.  It 
might  imply  that  implementation  of  the  recommended  accrual  and  cost  account¬ 
ing  techniques  for  appropriated  funds  would  make  obsolete  the  further  use  of 
working  capital  funds  in  the  military  departments.  The  Department  of  Defense 
would  not  agree  with  such  an  implication,  if  that  is  intended. 

The  report  includes  a  brief  statement  of  advantages  and  disadvantages  of 
revolving  funds  (pp.  39  and  40).  The  statement  of  advantages  is  correct  (al¬ 
though  it  is  incomplete,  especially  from  the  viewpoint  of  congressional  control). 
Management,  as  well  as  accounting  advantages  are  recognized.  However,  the 
statement  of  disadvantages  (quoted  from  the  Commission’s  task  force  report) 
is,  in  our  opinion,  incorrect. 

The  following  statement  is  made  by  the  task  force  with  respect  to  the 
disadvantages : 

“The  principal  disadvantages  of  these  revolving  funds  are  that  they  minimize 
congressional  control  of  agency  operations  and  that  their  widespread  use  can 
result  in  too  many  pockets  of  funds  which  becomes  cumbersome  from  the  stand¬ 
point  of  efficient  administration.” 

The  use  of  revolving  funds  actually  increases  congressional  control.  Congress 
has  full  control  over  the  amount  of  capital  in  these  funds  (and,  therefore,  inven¬ 
tory  levels  and  procurement  of  stocks  represented  thereby)  through  its  power 
to  appropriate  for  such  increased  capital  requirements  as  may  be  justified  by 
the  agency,  and  to  reduce  excess  capital  requirements  by  rescission.  Both  types 
of  action  are  normal  procedure,  although  as  a  temporary  measure  until  January 
1. 1955.  the  Congress  granted  the  authority  to  the  Department  of  Defense,  subject 
to  approval  of  the  President,  to  transfer  unexpended  balances  of  appropriations 
to  working  capital  funds  in  order  to  initially  finance  new  installations  and 
additional  categories  of  materiel.  It  is  of  interest  that  stock  funds  have  re¬ 
turned  to  the  Treasury,  by  action  of  the  Congress  in  the  past  2  years,  or  are 
returning  during  the  current  fiscal  year,  more  than  $1  billion,  a  large  part  of 
which  represented  liquidation  of  excessive  inventories  under  improved  supply 
management  facilitated  by  the  use  of  working  capital  funds. 

Moreover,  the  use  of  working  capital  funds  permits  the  Congress  to  control 
by  separate  appropriation  action  to  the  using  activities  the  cost  of  goods  and 
services  consumed  by  them.  'Without  the  use  of  working  capital  funds,  it  would 
only  control  through  appropriation  action  for  new  procurement  of  materiel 
generally. 
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The  use  of  working  capital  funds  does  not  result  in  any  more  “pockets  of 
funds”  than  the  minimum  which  would  he  required  for  efficient  administration 
without  working  capital  funds,  based  upon  the  standards  set  forth  in  recom¬ 
mendation  No.  13.  In  fact,  under  present  regulations  of  the  Director  of  the 
Bureau  of  the  Budget,  Secretary  of  the  Treasury,  and  the  Comptroller  General, 
the  use  of  working  capital  funds  greatly  reduces  the  number  of  “pockets  of 
funds”  in  industital-  and  commercial-type  activities  (in  fact,  this  is  stated 
in  the  Commission’s  report  as  an  advantage  of  working  capital  funds).  Al¬ 
though  there  are  possible  alternative  ways  to  simplify  fund  control  and  account¬ 
ing  in  such  cases  without  the  use  of  working  capital  funds,  the  Commission’s 
task  foi’ce  has  not  covered  them  in  its  recommendations.  However,  such  techni¬ 
cal  corrections  would  still  not  enable  the  Department  of  Defense  to  obtain  the 
management  advantages  inherent  in  the  use  of  working  capital  funds. 

After  issuance  of  its  report  on  budget  and  accounting,  the  Commission  released 
its  report  on  Business  Organization  of  the  Department  of  Defense..  This  was 
a  more  comprehensive  study  of  management  and  organization  by  a  separate  task 
foice  headed  by  Mr.  Charles  R.  Hook,  Sr.  By  endorsement  of  that  report,  the 
Commission  accepted  without  qualification  or  reservation  the  use  of  working 
capital  funds  and  recommended  their  extension  wherever  suitable.  No  dis¬ 
advantages  were  found.  It  may  be  considered,  therefore,  that  the  later  report 
serves  to  correct  the  budget  and  accounting  report  in  this  respect. 

Implementation 

The  Department  of  Defense  will  cooperate  in  any  review  which  may  be  under¬ 
taken. 

RECOMMENDATION  NO.  16 

That  the  executive  agencies  accelerate  the  installation  of  adequate  monetary 
property  accounting  records  as  an  integral  part  of  their  accounting  systems. 

Department  of  Defense  position 

Concur. 

Comments 

The  Department  of  Defense  is  required  by  law  to  meet  this  objective. 

The  military  departments  have  more  property  than  other  Government  agen¬ 
cies,  and  the  conditions  under  which  property  must  be  accounted  for  are  unusually 
difficult.  While  varying  degrees  of  progress  have  been  made  in  each  of  the  three 
military  departments,  much  remains  to  be  accomplished — especially  in  integrating 
property  accounting  with  fund  accounting  and  in  extension  overseas  of  financial 
accounting  for  property.  The  use  of  working  capital  funds,  wherever  appro¬ 
priate,  facilitates  integration  of  financial  accounting  for  property  and  fund 
accounting. 

Implementation 

The  Department  of  Defense  will  continue  its  efforts  to  install  adequate  finan¬ 
cial  accounting  for  property  in  connection  with  implementation  of  title  IV  of  the 
National  Security  Act,  as  amended. 

RECOMMENDATION  NO.  17 

That  each  department  and  agency  be  authorized  to  maintain  a  single  account 
under  each  appropriation  title  or  fund  for  controlling  the  amount  available  for 
the  liquidation  of  valid  obligations. 

Department  of  Defense  position 

Concur. 

Comments 

This  recommendation  requires  congressional  authority  to  implement.  It  would 
greatly  facilitate  and  simplify  integrated  accounting  for  obligations,  accrued  ex¬ 
penditures,  and  disbursements  under  annual  appropriations.  The  recommenda¬ 
tion  is  not  clearly  stated  and  may  be  misunderstood.  However,  the  discussion  in 
the  report  seems  to  be  clear  enough  as  to  the  objective  and  general  method  of 
accomplishment.  Nevertheless,  it  might  have  been  desirable  to  clearly  indicate, 
as  one  of  the  features  of  the  proposal,  that  provision  should  be  made  for  “lapsing” 
tlie  unobligated  balances  of  annual  appropriations  and  also  such  portion  of  un¬ 
liquidated  obligations  (subject  to  necessary  adjustment)  carried  forward  at  the 
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beginning  of  each  fiscal  year  as  may  be  determined  subsequently  to  be  in  excess 
of  the  actual  amounts  to  be  payable. 

Implementation 

The  Department  of  Defense  will  support  the  necessary  legislation  and  make 
the  necessary  study  of  its  detailed  application. 

RECOMMENDATION  NO.  18 

That  vouchers  which  are  otherwise  valid  but  as  to  which  appropriations  have 
lapsed  should  not  be  referred  as  claims  to  the  General  Accounting  Office,  but 
should  be  settled  within  the  agencies. 

Department  of  Defense  position 
Concur. 

Comments 

The  Department  of  Defense  hopes  that  authority  will  be  granted  to  implement 
this  recommendation. 

Implementation 

Department  of  Defense  will  support  the  necessary  legislation  and  any  appro¬ 
priate  implementing  action  of  the  General  Accounting  Office. 


RECOMMENDATION  NO.  19 

That  the  Comptroller  General  be  given  the  authority  to  relieve  accountable 
officers  of  financial  liability  except  where  losses  result  from  their  gross  negligence 
or  fraud. 

Department  of  Defense  position 

Concur  in  principle  but  do  not  believe  the  recommendation  goes  far  enough. 
Comments 

This  recommendation  has  been  partially  implemented  through  adoption  of 
Public  Law  365,  84th  Congress,  approved  August  11,  1955.  It  is  believed,  how¬ 
ever,  that  the  permissive  authority  for  clearance  should  have  been  carried 
further.  The  Department  of  Defense  sees  no  reason  to  continue  with  a  procedure 
which  requires  relief  of  disbursing  officers  when  they  have  not  been  found 
guilty  of  fraud  or  gross  negligence.  Instead,  each  department  or  agency  head 
should  have  the  duty  of  making  positive  findings  of  fraud  or  gross  negligence  and 
taking  such  steps  as  may  be  normal  to  institute  criminal  action  as  well  as  to 
recover  losses.  The  Comptroller  General  would  always  have  the  privilege  of 
commencing  appropriate  action  if  he  disagreed  with  agency  findings  or  found  the 
agency  delinquent  in  taking  necessary  action. 

Implementation 

The  Department  of  Defense  will  support  the  necessary  legislation,  preferably 
for  authorizing  the  procedure  outlined  in  the  comments  above. 

RECOMMENDATION  NO.  20 

That  the  Bureau  of  the  Budget  and  General  Accounting  Office  make  a  study 
to  determine  what  can  be  done  to  eliminate  (a)  duplicate  accounts  within  the 
Treasury  Department,  and  (6)  duplicate  accounting  as  between  the  Treasury 
Department  and  the  various  departments  and  agencies. 

Department  of  Defense  position 
Concur. 

Comments 

Simplification  of  procedures,  through  elimination  of  duplicate  records,  without 
loss  of  control  is  believed  to  be  feasible. 

Implementation 

None  required  in  Department  of  Defense.  However,  if  requested,  the  Depart¬ 
ment  of  Defense  will  cooperate  in  the  study. 
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RECOMMENDATION  NO.  21 

That  increased  and  continuing  emphasis  be  placed  upon  the  review  and  modern¬ 
ization  of  central  fiscal  reports  by  the  Treasury  Department  to  the  end  that  they 
may  meet  the  changing  requirements  of  the  executive  branch,  the  Congress,  and 
the  public.  These  fiscal  reports  should  show  the  Government’s  cash  position 
and  related  cash  transactions. 

Department  of  Defense  position 

The  Department  of  Defense  concurs  on  the  basis  of  the  present  departmental 
assignment  of  functions,  but  see  comment  on  recommendation  No.  22. 

RECOMMENDATION  NO.  22 

That  Congress  consider  amending  the  Budget  and  Accounting  Procedures  Act 
of  1950  to  make  the  Bureau  of  the  Budget  responsible  for  developing  comprehen¬ 
sive  reports  (other  than  purely  fiscal  reports)  showing  the  financial  results 
of  the  activities  of  the  Government  as  a  whole  and  of  its  major  component 
activities. 

Department  of  Defense  position 

Concur  but  do  not  believe  the  recommendation  should  exclude  fiscal  reports. 
Comments 

While  the  Department  of  Defense  concurs,  it  is  believed  that  the  recommenda¬ 
tion  should  be  more  specific  and  comprehensive — that  is,  the  function  of  all  cen¬ 
tral  reporting  (including  fiscal  reporting)  for  the  Federal  Government,  as  a  whole, 
should  be  transferred  from  the  Department  of  the  Treasury  to  the  Bureau  of  the 
Budget.  Such  action  would  be  required  in  order  to  implement  recommendations 
No.  2  and  No.  10.  Such  a  step  would  eliminate  duplicate  reporting  channels 
and  central  agency  reporting  responsibilities ;  it  would  thus  concentrate  overall 
central  reporting  responsibilities  for  the  Federal  Government. 

Implementation 

If  requested,  the  Department  of  Defense  will  support  necessary  legislation.  It 
will  also  undertake  to  implement  any  action  that  may  be  undertaken  for  the 
Government  as  a  whole  under  the  direction  of  the  Bureau  of  the  Budget. 

RECOMMENDATION  NO.  23 

That  in  selecting  individuals  for  comptrollership,  civilians  with  broad  manage¬ 
ment  and  accounting  experience  and  competence  be  appointed. 

Comments 

The  Department  of  Defense  concurs  in  the  need  for  selecting  individuals  for 
comptrollership  positions  wTho  have  broad  management  and  accounting  experience 
and  competence.  The  problem  as  to  whether  these  positions  should  be  staffed 
exclusively  with  civilian  personnel  is  being  studied  in  connection  with  recom¬ 
mendations  13  and  14  of  the  Hoover  Commission  Beport  on  Business  Organiza¬ 
tion  of  the  Department  of  Defense  and  will  be  commented  upon  in  connection 
with  that  report. 


RECOMMENDATION  NO.  24 

That,  the  comptrollers  in  the  military  departments  he  responsible  only  to  the 
Secretary  of  their  respective  services,  and  that  concurrent  responsibility  to  a 
Chief  of  Staff  or  equivalent  be  discontinued. 

Department  of  Defense  position 

The  substance  of  this  recommendation  is  included  in  recommendation  No.  19 
of  the  Report  on  Business  Organization  of  the  Department  of  Defense,  and  com¬ 
ments  thereon  will  be  included  in  the  statement  to  be  submitted  concerning  that 
report. 

RECOMMENDATION  NO.  25 

That  the  Bureau  of  the  Budget  and  the  General  Accounting  Office  he  re¬ 
quested  to  make  an  intensive  study  to  determine  the  adequacy  of  internal 
auditing  in  Government  agencies  and  what  steps  should  be  taken  to  improve  it. 

Department  of  Defense  position 

No  objection.  However,  see  comment  below. 
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Comment s 

The  Department  of  Defense  has  no  objection  to  such  a  study,  if  it  is  desired. 
However,  such  a  study  within  the  Department  of  Defense  has  been  made,  and 
it  discloses  the  need  and  direction  for  further  development  and  improvement 
of  internal  auditing.  Vigorous  steps  have  been  taken,  in  different,  degree  in  each 
military  department,  to  institute  internal  audit  programs — a  relatively  new 
activity.  Any  special  external  study  would  not  be  productive  it  is  believed. 

Implementation 

Will  cooperate  in  such  a  study  if  one  is  undertaken. 


Comments  on  Federal  Budgeting  and  Accounting 

By  Lloyd  Morey,  Ex-President,  University  of  Illinois,  Champaign-Urbana,  Ill. 

The  budgeting  and  accounting  systems  of  tbe  Federal  Government  have  been 
the  subject  of  numerous  reviews  and  reports  in  the  past  few  years  by  various 
commissions,  committees,  and  task  forces.  This  is  not  the  first  time  such  ex¬ 
ternal  studies  have  been  made.  There  was  an  extensive  study  made  on  behalf 
of  tbe  Senate  Select  Committee  on  Government  Organizations  in  1937.  In  1939 
a  brief  study  was  made  by  a  subcommittee  of  the  Committee  on  Governmental 
Accounting  of  the  American  Institute  of  Accountants,  of  which  the  writer  was 
chairman.1 

Many  of  the  deficiencies  emphasized  in  the  earlier  reports  have  been  recognized 
and  steps  initiated  to  correct  them.  Others  have  been  reemphasized  in  recent 
reports,  and  quite  a  few  of  the  earlier  recommendations  have  been  restated. 

The  recent  reports,  however,  vary  from  earlier  studies  on  emphasizing  the 
need  for  following  “business”  methods  in  the  Government.  This  is  interpreted 
as  meaning  that  procedures  should  be  those  followed  by  privately-owned  busi¬ 
ness  concerns  operated  for  profit.  Admittedly  many  features  of  business  and 
accounting  are  similar  in  the  two  areas,  and  are  good  in  both  places.  But  the 
conditions  and  objectives  in  the  two  are  in  many  respects  different,  and  call 
for  procedures  which  recognize  these  differences.  What  is  needed  in  the  Gov¬ 
ernment  is  that  it  be  run  in  a  businesslike  manner,  but  not  necessarily  as  pri¬ 
vate  business  is  run.  Accounting  can  serve  management  only  if  it  is  designed 
to  serve  the  objectives  and  requirements  of  the  particular  enterprise  being 
managed  and  not  some  overall  management  theory. 

As  further  illustration  of  the  trend  of  current  recommendations,  is  what  may 
be  described  as  the  deemphasis,  amounting  almost  to  disregard,  for  “obligation 
(or  ‘encumbrance’)  control.”  This  finds  expression  through  (a)  emphasis  on 
the  weaknesses  of  the  current  system  of  “obligation”  procedures,  and  (ft) 
emphasis  on  the  need  for  “cost”  accounting.  In  spite  of  a  certain  degree  of 
merit  on  these  comments,  they  tend  to  overlook  the  facts  that  (1)  before  any 
obligations  can  be  incurred  or  expenditures  made,  funds  must  be  appropriated 
by  the  Congress;  and  (2)  the  first  requisite  in  the  management  of  such  appro¬ 
priated  funds  is  to  keep  obligations  within  the  limits  so  set.  It  is  folly  to  assume 
that  any  manager  can  operate  without  attention  to  fund  resources  in  gaging  his 
spending.  It  would  be  both  unthinkable  and  unrealistic  to  fail  to  give  a  manager 
the  tools  of  accounting  control  over  the  limitations  under  which  he  must  work. 
These  principles  were  recognized  by  the  Hoover  Commission  Task  Force  in  its 
detailed  discussion  of  the  Department  of  Defense  (p.  82,  task  force  report  on 
budget  and  accounting)  :  "The  control  and  accountability  for  appropriated 
funds  is  of  course  essential  in  order  that  the  Department  may  comply  with  the 
constitutional  requirement  that  no  funds  be  expended  except  under  congres¬ 
sional  authority.”  Yet  the  basic  recommendations  do  not  give  emphasis  to  this 
point.  To  do  this  it  is  necessary  that  there  be  at  some  point,  full  and  complete 
records  of  (a)  the  authorization  for  use  of  funds  by  spending  authorities,  and 
(o')  details  of  obligations  entered  into  and  the  extent  to  which  they  are  liqui¬ 
dated.  Since  it  is  obviously  impracticable  in  so  vast  an  operation  as  the  Federal 
Government  to  maintain  such  details  at  central  points,  they  should  be  maintained 
at  each  level  of  spending  authority  and  reported  periodically  to  central  points 
for  consolidated  financial  reporting. 

Admittedly  the  budgetary  control  system  in  the  Federal  Government  has  been 
carried  to  extreme.  The  allotment  system  is  unnecessarily  cumbersome.  Ae- 


1  See  Journal  of  Accountancy,  March  1940. 
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counting  for  obligations  has  overshadowed  good  expenditure  and  cost  accounting. 
But  that  does  not  eliminate  the  necessity  for  a  proper  system  of  “funding”  or 
•‘obligation'’  accounting.  Such  a  system  must  precede  cost  accounting,  and  Ihe 
latter  should  stem  from  rather  than  supersede  it.  The  two  can  and  should  be 
integrated  into  a  single  comprehensive  system.  This  procedure  is  endorsed  by 
the  National  Committee  on  Governmental  Accounting,  is  followed  by  all  current 
authorities  on  the  subject,  and  is  current  in  the  operations  of  States  and  large 
cities  generally. 

The  reports  of  the  various  task  forces  and  committees  fail  measurably  to 
recognize  these  basic  premises.  They  tend  toward  an  almost  “slavish”  accept¬ 
ance  of  the  methods  of  private  business,  and  to  the  assumption  that  because 
certain  procedures  are  adequate  there,  they  are  equally  applicable  and  satis¬ 
factory  for  all  Government  operations.  Evidence  of  this  lack  of  understanding 
of  the  peculiar  needs  of  Government  with  respect  to  budgetary  control  is  found 
in  an  article  by  John  W.  McEachren  on  Accounting  Reform  in  Washington:2 
‘‘In  industry,  no  formal  accounting  entries  would  be  made  prior  to  the  establish¬ 
ment  of  the  liability.  But  in  Government,  partly  for  statutory  reasons  and 
partly  from  custom,  there  would  be  an  involved  series  of  accounting  actions 
before  the  transaction  reached  the  point  wTiere  commercial  accounting  normally 
would  begin.”  (Italics  supplied.)  This  is  a  signal  failure  to  recognize  the 
true  reasons  for  funding  or  budgetary  accounting  in  Government  and  the  dif¬ 
ferences  between  conditions  in  Government  involving  limitations  on  funds  and 
those  in  business  where  with  certain  exceptions  sales  or  income  volume  is  prac¬ 
tically  the  sole  limitation  on  outgo  and  is  virtually  automatic  in  its  effect  on 
increase  or  decrease  in  spending. 

There  is  nothing  incompatible  between  budgetary  accounting  (or  “funding” 
as  it  is  so  frequently  referred  to  in  Federal  accounting)  and  good  cost  accounting. 
The  latter  follows  logically  out  of  the  application  of  (1)  an  accrual  system  of 
expenditure  accounting,  and  (2)  the  entry  of  services  and  materials  as  costs 
when  supplied  and  used,  rather  than  when  acquired  or  paid  for.  Accounting  for 
costs  incurred  or  accrued  expenditures,  as  well  as  obligations,  can  be  estab¬ 
lished  as  an  integral  part  of  accounting  for  the  respective  appropriations  or 
funds.  In  the  past,  the  Federal  system,  being  primarily  based  on  accounting 
only  for  obligations  and  disbursements,  and  absence  of  inventory  accounts, 
treated  all  materials  acquired  as  expense  of  the  program  at  time  of  acquisition 
instead  of  at  time  of  use.  These  deficiencies  have  properly  been  targets  of 
criticism.  They  can  be  corrected  by  (1)  an  inventory  system  in  which  materials 
acquired  are  charged  temporarily  to  stock  accounts,  and  are  charged  to  expense 
or  cost  accounts  when  withdrawn  for  use;  and  (2)  an  accrual  system,  entering 
as  expense  a  cost  when  incurred. 

It  has  been  demonstrated,  and  accepted  by  most  of  the  committees,  that  work¬ 
ing  capital  funds,  as  authorized  by  the  National  Security  Act,  are  the  best  medium 
for  handling  inventories  of  consumable  materials,  as  well  as  for  operations  of 
industrial-  and  commercial-type  activities  carried  on  by  the  Government  itself. 
No  appropriations  would  be  needed  for  procurements  of  stock  funds,  unless  it 
became  necessary  to  increase  the  continuing  iuventories.  Appropriations  for 
operations  or  for  capital  purposes  would  be  based  on  materials  used,  in  accord¬ 
ance  with  Hoover  Commission  recommendation :  “11.  That  the  executive  budget 
and  congressional  appropriations  be  in  terms  of  estimated  annual  accrued  ex¬ 
penditures — namely,  charges  for  the  cost  of  goods  and  services  estimated  to  be 
received.” 

The  effective  application  of  these  procedures  depends  fundamentally  on  the 
development  of  a  classification  of  accounts  for  budgetary,  accounting  and  re¬ 
porting  purposes,  based  on  the  programs  and  activities  of  the  agency  concerned, 
as  (he  Commission  also  recommends.  When  this  is  done,  appropriations  and 
budgetary  control  accounts  at  all  stages  harmonize  with  the  needs  for  activity 
and  program  costs.  The  latter  stem  from  the  expenditure  accounting  under  the 
budgetary  account  system,  by  applying  the  accrual  and  inventory  procedures 
already  outlined.  No  new  or  separate  system  of  cost  accounting  is  necessary 
or  desirable.  “Costs”  and  “accrued  expenditures”  are  generally  synonymous  if 
inventories  are  separately  accounted  for. 

With  respect  to  budget  preparation,  the  budget  should  be  a  plan  of  what  those 
responsible  intend  to  do  to  carry  out  their  responsibilities.  It  should  constitute 
a  program  of  work  expressed  in  financial  terms.  It  should  include  an  estimate 
of  complete  costs,  in  terms  of  services. 


2  Journal  of  Accountancy,  September  1955,  p.  30. 
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For  operations  and  maintenance  budgets  the  basic  requirement  is  a  functional 
classification  of  accounts  in  terms  of  organizational  responsibilities,  activities, 
and  programs,  which  will  be  common  for  purposes  of  programing,  budgeting, 
accounting,  and  financial  reporting,  and  which  will  be  as  consistent  as  possible 
year  by  year.  In  this  area,  when  consumable  materials  are  handled  through 
working-capital  funds,  appropriations  can  be  based  on  costs  incurred  for  the 
fiscal  period.  A  high  degree  of  identity  here  exists  between  obligations  incurred 
and  accrued  expenditures. 

In  capital-type  expenditures,  long  lead-time  programs  requiring  several  fiscal 
periods  for  completion  require  special  attention.  In  these  instances,  budgets 
should  include:  (1)  complete  estimates  of  entire  cost  for  each  new  project, 
broken  down  into  (a)  obligations  to  be  entered  into  and  (6)  estimated  costs  to 
be  incurred,  for  each  fiscal  year ;  and  (2)  current  status  of  each  project  previously 
authorized.  Authorization  would  he  sought  for  making  long-time  contracts,  but 
fiscal  appropriations  would  be  based  on  estimated  costs  to  be  incurred.  An 
integrated  accounting  control  would  cover : 

(1)  Authorizations  for  long-time  contracts. 

(2)  Appropriations  for  fiscal  period. 

(3)  Apportionments,  allocations,  and  allotments  as  required. 

(4)  Obligations  incurred  and  liquidated. 

(5)  Expenditures  (costs  incurred). 

Financial  reports  would  reflect  operations  under  all  these  headings  as  a  unified 
presentation. 

Financial  accounting  for  property  should  cover  capital  property  as  well  as 
inventories  of  materiel,  including  but  not  limited  to  property  financed  by  working- 
capital  funds. 

Comprehensive  budgetary  control  in  government  should  not  be  looked  on  as  a 
device  which  holds  down  initiative  or  good  management.  Instead,  when  properly 
placed  and  used,  it  is  an  essential  aid  to  best  management,  since  it  gives  respon¬ 
sible  officers  the  information  necessary  for  them  to  properly  carry  out  their 
resnonsibilities.  Instead  of  being  discarded  or  deemphasized,  it  should  be  re¬ 
fined,  simplified  to  the  extent  feasible,  and  kept  in  the  high  place  of  importance 
it  deserves  and  should  hold. 

In  looking  at  financial  reporting  for  agencies  in  the  Federal  Government,  it  is 
quickly  apparent  that  there  is  still  long-delayed  development.  For  example,  the 
Treasury  reports  on  appropriated  funds  exhibit  data  on  appropriations,  receipts, 
expenditures,  i.  e.,  cash  disbursements),  and  unexpended  balances.  On  the  other 
hand,  budget  reports  on  these  funds  exhibit  data  on  appropriations,  reimburse¬ 
ments,  obligations,  and  unobligated  balances — a  type  of  statement  showing 
changes  in  funds  available  for  obligation.  But  nowhere  is  there  a  fund  balance 
sheet,  by  each  appropriated  fund,  which  ties  together  and  exhibits  the  financial 
condition  of  the  fund  in  terms  of  all  resources  (of  which  there  are  others  than 
unexpended  balances)  and  unliquidated  obligations,  as  well  as  balances  available. 

And  the  most  unusual  fact  is  that  the  largest  agencies  are  not  even  prepared 
through  their  accounting  systems  to  provide  a  fund  balance  sheet  and  prove  the 
accuracy  of  their  unrelated  reports  showing  cash  and  obligation  transactions  and 
balances  available  for  expenditure  and  obligation. 

This  points  up  the  fact  that  the  Federal  Government  needs  very  much  to 
adopt  a  modern  streamlined  integrated  system  of  accounting  for  its  appropriated 
funds,  and  administrative  subdivisions  thereof,  within  the  framework  of  which 
it  also  accounts  for  accrued  expenditures  (or  costs)  as  well  as  obligations  and 
cash  disbursements.  And  this  means,  in  addition,  that  property  accounts  should 
be  kent  in  financial  terms  and  integrated  with  the  fund  accounts  in  terms  of 
equating  property  acquisitions  with  accrued  expenditures  from  the  related  ap¬ 
propriations — but  the  two  types  of  accounts  (funds  and  property)  should  not 
be  commingled.  Each  should  be  a  separately  balanced  group  of  accounts. 

This  last  comment  does  not  imply  the  recognition  of  the  ancient  and  long- 
outmoded  system  of  two  cycles  of  overlapping  accounts — proprietary  and  budg¬ 
etary — in  achieving  these  objectives.  It  is  perfectly  feasible  to  integrate  all 
the  accounts  needed  for  setting  forth  the  operation  and  condition  of  any  fund, 
in  a  single  series  of  entries  covering  all  transactions  and  accounts.  The  result 
will  be  a  fund  balance  sheet  which  recognizes  all  resources,  whether  proprietary 
or  budgetary,  and  shows  the  status  of  the  fund  in  terms  of  availability  for  further 
obligation  and  expenditure. 

The  separation  of  current  and  property  investment  accounts  within  a  fund 
is  important ;  it  is  essential  to  separate  those  resources  which  the  “expendable” 
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and  therefore  available  for  use,  and  those  which  represent  investment  in  property 
and  therefore  already  expended. 

The  following  principles  recommended  by  the  National  Committee  on  Govern¬ 
mental  Accounting,  although  drawn  primarily  for  municipalities,  are  equally 
applicable  here : 

“6.  A  complete  balancing  group  of  accounts  should  be  established  for  each 
fund.  This  group  should  include  all  of  the  accounts  necessary  to  set  forth  the 
financial  condition  and  financial  operations  of  the  fund  and  to  reflect  compliance 
with  legal  provisions. 

“7.  A  clear  segregation  should  he  made  between  the  accounts  relating  to  current 
assets  and  liabilities  and  those  relating  to  fixed  assets  and  liabilities.  With  the 
exception  of  working  capital,  utility  or  other  enterprise,  or  trust  funds,  fixed 
assets  should  not  be  carried  in  the  same  fund  with  the  current  assets  but  should 
be  set  up  in  a  self-balancing  group  of  accounts  *  *  *”  (Municipal  Accounts 
Statements,  1951,  p.  2). 


Federal  Accounting  Principles 

1.  In  order  to  carry  out  a  program,  goods  and  services  are  necessary. 

2.  Authority  to  secure  goods  and  services  must  be  provided  by — 

(1)  Appropriations  by  the  Congress; 

(2)  Apportionments  by  the  Budget  Bureau; 

(3)  Allotments  by  the  department. 

3.  To  secure  goods  and  services  it  is  necessary  to  enter  into  obligations,  the 
total  of  which  may  not  exceed  allotments  from  apportionments  made  out  of 
appropriations. 

4.  To  make  certain  that  obligations  entered  into  do  not  exceed  total  authoriza¬ 
tions  and  accounting  control  of  obligations  is  necessary. 

5.  Disposition  of  goods  and  services  should  be  in  terms  of  programs,  and  in 
terms  of  amounts  used.  This  requires  that — 

(а)  goods  not  required  for  immediate  use  (.or  used  in  manufacturing  by 
the  Government  for  later  charge  to  the  program  involved)  shall  be  charged 
to  an  inventory  account  or  fund ; 

(б)  when  materials  are  withdrawn  from  stock  for  use  in  a  program  they 
be  credited  to  the  inventory  account  and  charged  to  the  allotment  for 
program  involved ; 

(c)  goods  used  and  services  rendered  be  charged  to  the  program  in  the 
period  thus  applied,  irrespective  as  to  when  paid  for. 

6.  There  should  be  one  integrated  system  of  accounts  for  all  purposes ;  budgets, 
appropriations,  apportionments,  allotments,  obligations,  and  program  costs. 

7.  Since  program  costs  are  provided  by  appropriations,  apportionments,  and 
allotments,  the  former  should  be  accounted  for  subsidiary  to  the  latter  accounts 
and  not  as  a  separate  group  of  accounts. 

8.  Since  program  costs  are  provided  in  part  by  materials  previously  acquired 
and  held  in  inventories,  the  financing  of  such  inventories  and  the  necessary 
transfers  therefrom  can  be  accomplished  more  satisfactorily  by  the  use  of  work¬ 
ing  capital  funds  for  all  consumable  material  where  stocking  is  done  for  later 
use.  The  same  is  true  where  industrial  activities  are  carried  on  through  which 
goods  and  services  are  furnished  to  programs  financed  by  appropriations. 
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WEDNESDAY,  MARCH  28,  1956 


United  States  Senate, 

Subcommittee  on  Reorganization 
of  the  Committee  on  Government  Operations, 

W  as  king  ton,  I).  C. 

The  subcommittee  met,  pursuant  to  call,  at  10 :  05  a.  m.  in  room  357, 
Senate  Office  Building,  Washington,  D.  C.,  Senator  John  F.  Kennedy, 
subcommittee  chairman,  presiding. 

Present;  Senator  Norris  Cotton,  Republican,  New  Hampshire. 

Also  present:  Miles  Scull,  Jr.,  professional  stall  member;  Glenn  K. 
Shriver,  professional  staff  member;  Mrs.  Kathryn  M.  Keeney,  clerical 
assistant. 

Senator  Kennedy.  The  subcommittee  will  come  to  order.  We  will 
resume  this  morning  our  consideration  of  S.  3199,  a  bill  to  improve 
governmental  budgeting  and  accounting  methods  and  procedures,  and 
for  other  purposes.  At  the  completion  of  testimony  on  S.  3199,  the 
subcommittee  will  take  up  S.  3362,  a  bill  to  simplify  accounting,  facili¬ 
tate  the  payment  of  obligations,  and  for  other  purposes. 

Mr.  Iv  arney  A.  Brasfield,  Assistant  to  the  Comptroller  General  of 
the  United  States  will  testify  first.  You  are  accompanied  by  Mr.  Rob¬ 
ert  F.  Keller  ? 

ilr.  Brasfield.  Yes,  sir. 

Senator  Kennedy.  Mr.  Keller  is  also  an  Assistant  to  the  Comp¬ 
troller  General  of  the  United  States.  Mr.  Brasfield,  do  you  have  a 
statement  ? 

Mr.  Brasfield.  Yes,  sir,  I  do. 

STATEMENT  OF  KAKNEY  A.  BRASFIELD,  ASSISTANT  TO  THE 

COMPTROLLER  GENERAL  OF  THE  UNITED  STATES;  ACCOMPANIED 

BY  ROBERT  F.  KELLER,  ASSISTANT  TO  THE  COMPTROLLER  GEN¬ 
ERAL  OF  THE  UNITED  STATES 

Mr.  Brasfield.  In  view  of  the  testimony  of  Mr.  W.  J.  McNeil, 
Assistant  Secretary  of  Defense,  on  S.  3199,  we  believe  some  further 
discussion  of  the  accounting  systems  function  of  the  General  Account¬ 
ing  Office,  as  set  forth  in  section  1 12  of  Public  Law  784,  81st  Congress, 
would  be  helpful.  This  discussion  has  particular  reference  to  section 
120  (a)  of  S.  3199  and  section  2  (c)  of  that  bill.  Mr.  He ffel finger, 
Fiscal  Assistant  Secretary  of  the  Treasury,  also  made  some  reference 
to  the  accounting  systems  function  of  the  Office  in  commenting  upon 
section  120  (a)  of  S.  3199.  This  matter  was  covered  in  our  report  t;o 
the  subcommittee  on  the  bill  but  was  omitted  from  our  statement  and 
testimony  in  the  interest  of  brevity. 
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Recommendation  No.  10  of  the  first  Hoover  Commission  proposed 
that  the  accounting  systems  function  of  the  Comptroller  General 
would  be  transferred  to  the  executive  branch,  although  there  was  a 
a  substantial  lack  of  unanimity  on  this  recommendation  among  the 
members  of  the  Commission. 

The  matter  was  carefully  explored  by  this  committee,  then  the 
Senate  Committee  on  Expenditures  in  the  Executive  Departments,  in 
the  hearings  which  resulted  in  the  Budget  and  Accounting  Proce¬ 
dures  Act  of  1950.  The  proposal  was  rejected  by  the  committee  and 
the  Congress.  The  paragraph  in  the  committee  report  dealing  with 
this  matter  was  as  follows  (S.  Rept.  2031,  81st  Cong.)  : 

Under  a  policy  established  and  steadfastly  adhered  to  by  the  Congress,  the 
Comptroller  General  of  the  United  States,  as  an  agent  of  the  Congress,  has 
been  vested  with  authority  to  prescribe  accounting  requirements  for  each  of 
the  executive  agencies  as  an  essential  to  legislative  control  of  appropriations 
and  expenditures  in  the  executive  branch.  The  committee  feels  that  this  long- 
established  policy  of  Congress  is  an  essential  legislative  control  over  public 
financial  transactions,  and  must  be  held  inviolate.  It  has,  therefore,  rejected  this 
proposal  of  the  Hoover  Commission.  The  bill  does  fill  in  certain  gaps  in  the 
Comptroller  General’s  authority,  however,  and  he  will  be  enabled  to  exercise  all 
his  authority  on  the  same  high  level  of  principles,  standards,  and  related  require¬ 
ments,  consistent  with  the  assumption  by  the  agencies  of  their  responsibility  to 
develop  their  own  detailed  systems  and  procedures. 

Under  the  Budget  and  Accounting  Procedures  Act  of  1950  (Public 
Law  784,  81st  Cong.)  the  Comptroller  General,  after  consulting  with 
the  Secretary  of  the  Treasury  and  Director  of  the  Bureau  of  the 
Budget,  concerning  their  accounting,  financial  reporting  and  budg¬ 
etary  needs  and  considering  the  needs  of  other  executive  agencies,  is 
responsible  for  prescribing  the  principles,  standards  and  related  re¬ 
quirements  for  accounting  to  be  observed  by  each  executive  agency. 

The  statute  further  provides  that  in  carrying  out  this  responsibility 
the  Comptroller  General  shall  prescribe  requirements  designed  to 
permit  the  executive  agencies  to  carry  out  their  responsibilities  under 
section  113  of  the  statute  which  places  upon  the  head  of  each  execu¬ 
tive  agency  the  responsibility  for  establishing  and  maintaining  ade¬ 
quate  systems  of  accounting  and  internal  control.  Full  disclosure  of 
the  results  of  financial  operations  of  each  executive  agency  and  the 
Government  as  a  whole,  as  well  as  the  financial  information  and  con¬ 
trol  necessary  to  enable  the  Congress  and  the  President  to  discharge 
their  respective  responsibilities,  is  also  contemplated  by  the  statute. 

In  addition  to  these  responsibilities,  the  same  statute  provides  that 
the  General  Accounting  Office  shall  cooperate  with  the  executive  agen¬ 
cies  in  the  development  of  their  accounting  systems  and  shall  approve 
them  when  deemed  by  the  Comptroller  General  to  be  adequate  and 
in  conformity  with  the  principles,  standards  and  related  requirements 
prescribed  by  him.  He  also  has  the  duty  to  review  such  systems  and 
report  the  results  of  such  reviews  to  the  Secretary  of  the  Treasury, 
the  Director  of  the  Bureau  of  the  Budget  and  the  Congress. 

This  approach  to  the  problem  has  been  followed  since  the  in¬ 
ception  of  the  joint  accounting  program  in  1948.  After  working 
with  the  agencies  on  a  day-to-day  basis  for  a  number  of  years,  the 
Comptroller  General  issued  a  set  of  accounting  principles  in  No¬ 
vember  1952.  These  principles  were  based  upon  experience  in  deal¬ 
ing  first-hand  with  the  problems  of  the  agencies  in  cooperative  sys¬ 
tems  development  work. 
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The  Secretary  of  the  Treasury  and  the  Director  of  the  Bureau 
of  the  Budget  participated  in  the  development  of  the  statement  of 
principles  in  keeping  with  the  cooperative  working  relationship  en¬ 
visioned  by  the  Budget  and  Accounting  Procedures  Act  of  1950. 

The  second  Hoover  Commission  which  had  the  opportunity  to 
review  the  progress  made  since  1948,  commented  favorably  upon 
the  manner  in  which  the  accounting  systems  function  of  the  Comp¬ 
troller  General  had  been  carried  out  through  the  joint  accounting 
program  in  making  its  recommendation  for  a  staff  office  of  account¬ 
ing  in  the  Bureau  of  the  Budget.  On  page  32  of  the  Budget  and 
Accounting  Report,  the  Commission  made  the  following  statement, 
and  I  quote: 

The  above  recommendation  does  not  intend  in  any  way  to  criticize  the 
activities  of  the  Comptroller  General  in  connection  with  the  joint  account¬ 
ing  improvement  program. 

The  accomplishments  of  this  program,  which  are  largely  attributable  to 
the  General  Accounting  Office,  have  been  noteworthy  and  cooperation  between 
the  General  Accounting  Office  and  the  executive  agencies  must,  of  course,  be 
continued. 

You  will  recall  that  Mr.  Stewart,  when  he  was  before  the  sub¬ 
committee  last  week,  reiterated  that  statement. 

In  dealing  more  specifically  with  the  Comptroller  General’s  re¬ 
sponsibility  for  prescribing  principles  and  standards,  and  standards 
is  one  of  the  points  involved  here,  the  Commission  had  this  to  say 
on  page  58,  and  I  quote : 

The  Comptroller  General’s  responsibility  for  prescribing  the  principles, 
standards,  and  related  requirements  for  accounting  to  be  observed  by  each 
executive  agency  has  resulted  in  his  issuing  a  statement  of  accounting  prin¬ 
ciples  and  standards  for  guidance  of  the  agencies. 

These  principles  and  standards  which  were  developed  in  consultation  with 
the  executive  branch  have  been  set  broadly,  are  sound,  and  permit  flexibil¬ 
ity  in  their  appplication.  They  have  been  helpful  and  in  our  opinion  are 
in  complete  harmony  with  the  proper  objectives  of  accounting  improvement 
in  the  executive  branch. 

I  won’t  read  the  rest  of  the  quote  as  the  issue  here  involved  is 
principles  and  standards. 

The  General  Accounting  Office  does  not  understand  that  the  rec¬ 
ommendations  of  the  Hoover  Commission  for  the  establishment  of 
a  staff  office  of  accounting  in  the  Bureau  of  the  Budget  was  in¬ 
tended  in  any  way  to  impinge  upon  or  lessen  the  effectiveness  of 
the  prescribing  function  carried  out  by  the  Comptroller  General 
as  an  agent  of  the  Congress,  or  the  cooperative  systems  work  of 
theiGeneral  Accounting  Office  with  the  executive  agencies. 

This  conclusion  is  in  keeping  with  our  discussion  with  the  chair¬ 
man  of  the  task  force  which  originated  the  recommendation.  As 
previously  testified,  we  believe  it  is  desirable  to  strengthen  the  ef¬ 
forts  of  the  Bureau  of  the  Budget  to  contribute  to  accounting  im¬ 
provements  throughout  the  executive  branch  and,  although  we  ques¬ 
tion  the  desirability  of  providing  for  a  specific  office  within  the 
Bureau  of  the  Budget  by  statute,  we  believe  that  the  establishment 
of  such  an  office  administratively  by  the  Director  will  be  helpful 
in  tying  budgeting  and  accounting  together  and  is  in  no  way  in¬ 
compatible  with  the  continued  dxercise  of  its  responsibilities)  by 
the  General  Accounting  Office  as  provided  in  the  Budget  and  Account¬ 
ing  Procedures  Act  of  1950. 
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We  firmly  believe  that  the  authority  to  prescribe  the  principles* 
standards  and  related  requirements  for  accounting1  to  be  observed 
by  the  executive  agencies  should  remain  with  the  Comptroller  Gen¬ 
eral,  and  that  the  General  Accounting  Office  should  continue  its 
cooperative  systems  work  with  the  executive  agencies. 

Senator  Kennedy.  Is  there  any  other  comment  you  care  to  make? 
Mr.  Brasfieed.  No,  I  think  that  covers  it,  Mr.  Chairman. 

Senator  Kennedy.  Fine,  and  thank  you  very  much.  We  will  now 
receive  testimony  on  S.  3362.  The  first  witness  will  be  Mr.  William 
F.  Finan,  Assistant  Director  for  Management  and  Organization  of 
the  Bureau  of  the  Budget.  Before  Mr.  Finan  takes  the  stand,  I  de¬ 
sire  to  insert  in  the  record  a  committee  print  of  S.  3362  which  incor¬ 
porates  certain  amendments  agreed  to  by  the  agencies  affected.  Mr. 
Finan,  will  you  proceed  l 

[Committee  print,  March  27,  1050] 

[S.  3362,  84tb  Cong.,  2d  sess.] 

A  BIEL  To  simplify  accounting,  facilitate  the  payment  of  obligations,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That,  exeept  as  otherwise  provided  fey  iaw; 
(a)  the  account  for  each  appropriation  available  for  obligation  for  a  definite 
period  of  time  shall,  upon  the  expiration  of  such  period,  be  closed  as  follows: 

(1)  The  obligated  balance  shall  be  transferred  to  an  appropriation  account  of 
the  aetivrfey  agency  or  subdivision  thereof  responsible  for  the  liquidation  of  the 
obligations,  in  which  account  shall  he  merged  the  amounts  so  transferred  from 
all  appropriation  accounts  for  the  same  general  purposes-;  and 

(2)  The  remaining  balance  shall  he  withdrawn  and,  if  the  appropriation  was 
derived  in  whole  or  in  part  from  the  general  fund,  shall  revert  to  such  fund, 
but  if  the  appropriation  was  derived  solely  from  a  special  or  trust  fund,  shall 
revert,  unless  otherwise  provided  by  law,  to  the  fund  from  which,  derived: 
Provided,  That  when  it  is  determined  necessary  by  the  head  of  the  agency  con¬ 
cerned  that  a  portion  of  the  remaining  balance  withdrawn  is  required  to  liquidate 
obligations  and  effect  adjustments,  such  portion  of  the  remaining  balance  may  be 
restored  to  the  appropriate  account  established  pursuant  to  this  Act:  Provided 
further,  That  the  head  of  the  agency  concerned  shall  make  such  report  icitli  re¬ 
spect  to  each  such  restoration  as  the  Director  of  the  Bureau  of  the  Budget  may 
require. 

(b)  The  transfers  and  withdrawals  required  by  subsection  (a)  of  this  section 
shall  be  made — 

(1)  not  later  than  September  30  of  the  fiscal  year  immediately  following 
the  fiscal  year  in  which  the  period  of  availability  for  obligation  expires,  in 
the  case  of  an  appropriation  available  both  for  obligation  and  disbursement, 
on  or  after  the  date  of  approval  of  this  Act ;  or 

(2)  not  later  than  September  30  of  the  fiscal  year  immediately  following 
the  fiscal  year  in  which  this  Act  is  approved,  in  the  case  of  an  appropriation 
which,  on  the  date  of  approval  of  this  Act,  is  available  only  for  disbursement. 

(e)  For  the  purposes  of  this  Act,  the  obligated  balance  of  an  appropriation 
account  as  of  the  close  of  the  fiscal  year  shall  be  the  amount  of  unliquidated 
obligations  applicable  to  such  appropriation  less  the  amount  collectible  as  repay¬ 
ments  to  the  appropriation  as  ef  the  elese  of  the  fiseal  year  as  reported  pursuant 
to  section  1311  (b)  of  the  Supplemental  Appropriation  Act,  1955  (68  Stat.  830; 
31  U.  S.  C.  200  (b) ).  Collections  authorized  to  be  credited  to  an  appropriation 
but  not  received  until  after  the  close  of  the  fiscal  year  in  which  such  appropri¬ 
ation  expires  for  obligation  shall,  unless  otherwise  authorized  by  law,  be  credited 
to  the  appropriation  account  into  which  the  obligated  balance  has  been  or  will 
be  transferred,  pursuant  to  subsection  (a)  (1),  except  that  collections  made  by 
the  General  Accounting  Office  for  other  Government  agencies  may  be  deposited 
into  the  Treasury  as  miscellaneous  receipts. 

(d)  The  transfers  and  withdrawals  required  made  pursuant  to  subocotien 
subsections  (a)  and  (b)  of  this  section  shall  be  accounted  for  and  reported  as 
of  the  fiscal  year  in  which  the  appropriations  concerned  expire  for  obligation, 
except  that  such  transfers  of  appropriations  described  in  subsection  (b)  (2) 
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of  this  section  shall  be  accounted  for  and  reported  as  of  the  fiscal  year  in  which 
this  Act  is  approved. 

Sec.  2.  Each  appropriation  account  established  pursuant  to  this  Act  shall  be 
accounted  for  as  one  fund  and  shall  be  available  without  fiscal  year  limitation 
for  payment  of  obligations  chargeable  against  any  of  the  appropriations  from 
which  such  account  was  derived.  Subject  to  regulations  to  be  prescribed  by 
the  Comptroller  General  of  the  United  States,  payment  of  such  obligations  may 
be  made  without  prior  action  by  the  General  Accounting  Office,  but  nothing 
contained  in  this  Act  shall  be  construed  to  relieve  the  Comptroller  General  of 
the  United  States  of  his  duty  to  render  decisions  upon  requests  made  pursuant 
to  law  or  to  abridge  the  existing  authority  of  the  General  Accounting  Office 
to  settle  and  adjust  claims,  demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  established  pursuant  to  this  Act  shall  be 
reviewed  periodically  but  at  least  once  each  fiscal  year,  by  each  activity  respon¬ 
sible  for  the  liquidation  of  the  obligations  chargeable  to  sneb  aeeouets  agency 
concerned.  If  the  undisbursed  balance  in  any  account  exceeds  the  obligated 
balance  pertaining  thereto,  the  amount  of  the  excess  shall  he  withdrawn  in  the 
manner  provided  by  section  1  (a)  (2)  of  this  Act;  but  if  the  obligated  balance 
exceeds  the  undisbursed  balance,  the  amount  of  the  excess  shall  may  be  trans¬ 
ferred  to  such  account  from  the  appropriation  currently  available  for  the  same 
general  purposes.  A  review  shall  be  made  as  of  the  close  of  each  fiscal  year 
and  the  transfers  or  withdrawals  required  by  this  section  accomplished  not  later 
than  September  30  of  the  following  fiscal  year,  but  the  transactions  shall  be 
accounted  for  and  reported  as  of  the  close  of  the  fiscal  year  to  which  such  review 
pertains.  A  review  made  as  of  any  other  date  for  which  transfers  or  with¬ 
drawals  are  accomplished  after  September  30  in  any  fiscal  year  shall  be  accounted 
for  and  reported  as  transactions  of  the  fiscal  year  in  which  accomplished. 

(b)  Whenever  a  payment  chargeable  to  an  appropriation  account  established 
pursuant  to  this  Act  would  exceed  the  undisbursed  balance  of  such  account, 
the  amount  of  the  deficiency  may  be  transferred  to  such  account  from  the 
appropriation  currently  available  for  the  same  general  purposes.  Where  such 
deficiency  is  caused  by  the  failure  to  collect  repayments  to  appropriations  merged 
with  the  appropriation  account  established  pursuant  to  this  Act,  the  amount  of 
the  deficiency  may  be  returned  to  such  current  appropriation  if  the  repayments 
are  subsequently  collected  during  the  same  fiscal  year. 

(c)  In  connection  with  his  audit  responsibilities,  the  Comptroller  General  of 
the  United  States  shall  report  to  the  head  of  the  agency  concerned,  to  the  Sec¬ 
retary  of  the  Treasury,  and  to  the  Director  of  the  Bureau  of  the  Budget,  re¬ 
specting  operations  under  this  Act.  including  an  appraisal  of  the  unliquidated 
obligations  under  the  appropriation  accounts  established  by  this  Act.  Within 
thirty  days  after  receipt  of  such  report,  the  agency  concerned  shall  accomplish 
any  actions  required  by  subsection  (a)  of  this  section  which  such  report  shows 
to  be  necessary. 

Sec.  4.  During  the  fiscal  year  following  the  fiscal  year  in  which  this  Act 
becomes  effective,  and  under  rules  and  regulations  to  be  prescribed  by  the 
Comptroller  General  of  the  United  States,  the  undisbursed  balance  of  the  appro¬ 
priation  account  for  payment  of  certified  claims  established  pursuant  to  section 
2  of  the  Act  of  July  6,  1949  (63  Stat.  407;  31  U.  S.  C.  712b),  shall  be  closed 
in  the  manner  provided  in  section  1  (a)  of  this  Act. 

Sec.  5.  The  obligated  balances  of  appropriations  made  available  for  obliga¬ 
tion  for  definite  periods  of  time  under  discontinued  appropriation  heads  may 
be  merged  in  the  appropriation  accounts  provided  for  by  section  1  hereof,  or  in 
one  or  more  other  accounts  to  be  established  pursuant  to  this  Act  for  discon¬ 
tinued  appropriations  of  the  aetivity  agency  or  subdivision  thereof  currently 
responsible  for  the  liquidation  of  the  obligations. 

Sec.  6.  The  unobligated  balances  of  appropriations  which  are  not  limited 
to  a  definite  period  of  time  shall  be  withdrawn  in  the  manner  provided  in  section 
1  (a)  (2)  of  this  Act  whenever  the  head  of  the  agency  concerned  shall  determine 
that  the  purpose  for  which  the  appropriation  was  made  has  been  fulfilled 
er  will  net-  fee  undertaken  ar  eentinued  :  or,  in  any  event,  whenever  disbursements 
have  not  been  made  against  the  appropriation  for  two  full  consecutive  fiscal 
years :  Provided.  That  amounts  of  appropriations  not  limited  to  a  definite  period 
of  time  which  are  withdrawn  pursuant  to  this  section  or  were  heretofore  with¬ 
drawn  from  the  appropriation  account  by  administrative  action  may  be  restored 
to  the  applicable  appropriation  account  for  the  payment  of  obligations  and  for 
the  settlement  of  accounts. 
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Skc.  7.  The  following  provisions  of  law  are  hereby  repealed. 

(a)  The  proviso  under  the  heading  “Payment  of  certified  claims”  in  the  Act 
of  April  25,  1945  (59  Stat.  90 ;  31  U.  S.  C.  (590)  ; 

(b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat.  407 ;  31  U.  S.  C.  712b),  but 
the  repeal  of  this  section  shall  not  be  effective  until  June  30,  1957 ; 

(c)  The  paragraph  under  the  heading  “Payment  of  certified  claims”  in  the 
Act  of  June  30, 1949  (  63  Stat.  358 ;  31  U.  S.  C.  712c)  ; 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat.  418;  31  U.  S.  C.  713a)  ;  and 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended  (31  U.  S.  C.  715). 

(/)  Any  provisions  ( except  those  contained  in  appropriation  Acts  for  the 
fiscal  years  1956  and  1957)  permitting  an  appropriation  to  remain  available  for 
expenditure  for  any  period  beyond  that  for  which  it  is  available  for  obligation, 
but  this  subsection  shall  not  be  effective  until  June  50,  1957. 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the  appropriations  for  the 
District  of  Columbia  or  to  the  appropriations  disbursed  by  the  Secretary  of  the 
Senate  or  the  Clerk  of  the  House  of  Representatives. 

Sec.  9.  The  inclusion  in  appropriation  Acts  of  provisions  excepting  any  ap¬ 
propriation  or  appropriations  from  the  operation  of  the  provisions  of  this  Act 
and  fixing  the  period  for  which  each  appropriation  or  appropriations  shall  remain 
available  for  expenditure  is  hereby  authorized. 

STATEMENT  OF  WILLIAM  F.  FINAN,  ASSISTANT  DIRECTOR  FOR 

MANAGEMENT  AND  ORGANIZATION,  BUREAU  OF  THE  BUDGET ; 

ACCOMPANIED  BY  WILLIAM  J.  ARMSTRONG,  CHIEF,  ACCOUNTING 

GROUP,  BUREAU  OF  THE  BUDGET 

Mr.  Fi  nan.  Mr.  Chairman,  I  appreciate  this  opportunity  to  elabo¬ 
rate  upon  our  testimony  of  last  week  in  support  of  S.  3362.  The  par¬ 
ticular  point  that  I  would  like  to  offer  this  morning  involves  the  testi¬ 
mony  in  which  the  Department  of  Defense  expressed  concern  about 
the  possible  effect  of  this  bill,  or,  perhaps,  I  should  be  more  precise 
and  say  one  particular  feature  of  the  bill,  upon  the  operations  of  the 
Department  of  Defense. 

The  provision  of  the  bill  in  question  involved  the  writeoff  within  90 
days  after  the  close  of  a  fiscal  year  of  the  unobligated  balance  of  an 
appropriation,  with  further  provision  that  if  subsequently  in  the 
liquidation  of  valid  claims,  the  residual  balance  representing  unliqui¬ 
dated  obligations  proved  inadequate  to  cover  the  claims  in  question, 
the  Department  should,  in  effect,  dip  into  its  current  counterpart  ap¬ 
propriations  to  make  up  the  difference. 

The  Defense  Department  was  concerned  that  under  escalator  clauses 
of  contracts  or  possibly  for  other  reasons  they  would  be  forced  into  a 
situation  in  which  they  would  have  to  come  to  Congress  for  supple¬ 
mental  appropriations  in  a  current  year  by  reason  of  writeoffs  of 
unobligated  balances  of  prior  year  appropriations. 

Since  the  Bureau  and  the  representatives  of  Treasury,  General  Ac¬ 
counting  Office,  and  Defense,  testified  last  week,  we  have  had  further 
consultations  about  this  matter  and  are  offering  an  additional  amend¬ 
ment  to  S.  3362  which  we  all  believe  will  eliminate  the  possibility  of 
developments  of  the  kind  that  the  Defense  Department  expressed  so 
much  concern  about. 

I  have  supplied  the  reporter  with  a  copy  of  our  proposed  amendment 
and,  as  a  matter  of  fact,  a  day  or  two  ago  I  also  provided  drafts  to 
the  staff  of  the  subcommittee. 

(The  amendment  to  S.  3362  proposed  by  Mr.  William  F.  Finan, 
follows:  On  page  2,  line  6,  change  the  period  to  a  colon  and  add  the 
following: 
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Provided,  That  when  it  is  determined  necessary  by  the  head  of  the  agency  con¬ 
cerned  that  a  portion  of  the  remaining  balance  withdrawn  is  required  to  liquidate 
obligations  and  effect  adjustments,  such  portion  of  the  remaining  balance  may 
be  restored  to  the  appropriate  account  established  pursuant  to  this  act :  Provided 
further,  That  the  head  of  the  agency  concerned  shall  make  such  report  with 
respect  to  each  such  restoration  as  the  Director  of  the  Bureau  of  the  Budget 
may  require. 

On  page  4,  line  13,  change  the  word  “shall”  to  “may.”) 

That  amendment  would  be  in  the  form  of  a  proviso  which  would — to 
convert  the  technical  language  of  the  amendment  to  laymen’s  lan¬ 
guage — authorize  the  head  of  a  department,  in  the  event  the  remain¬ 
ing  balance  in  an  old  appropriation  account  proved  insufficient  to 
liquidate  valid  obligations,  restore  a  portion  of  the  balance  that  had 
been  written  off  previously  in  an  amount  sufficient  to  cover  the  differ¬ 
ence  and  enable  him  to  pay  the  valid  claims. 

It  would  also  contain  a  further  proviso  that  would  require  the  de¬ 
partment  head  who  made  such  an  adjustment  to  report  to  the  Director 
of  the  Bureau  of  the  Budget  at  such  time  and  with  such  explanatory 
material  and  so  on  as  the  Budget  Director  might  require. 

The  purpose  of  that  reporting  provision  is  not  to  put  the  Budget 
Director  in  a  position  of  reviewing  and  either  approving  or  disap¬ 
proving  the  action  of  a  department  head.  We  believe  the  authority 
and  responsibility  should  clearly  remain  with  the  department  head, 
but  we  think  that  the  Budget  Bureau  should  be  aware  of  transactions 
of  this  kind  should  they  develop.  There  is  a  fair  possibility  that  none 
would  ever  develop  under  this  provision,  but  should  it  occur  we  could 
investigate  it  and  determine  what  the  causes  were  and  see  if  it  were  pos¬ 
sible  to  initiate  corrective  action.  We  think  it  is  most  unlikely  as 
a  practical  matter  that  it  will  ever  be  necessary  for  a  department  head 
to  use  the  authority  that,  would  be  given  him  under  this  proviso  which 
really  amounts  to  authority  to  go  back  and  correct  an  error  he  made  in 
underestimating  his  outstanding  obligations  during  this  90-day  pe¬ 
riod  after  the  close  of  a  fiscal  year. 

Senator  Kennedy.  The  language  on  page  2,  line  11,  “effect  adjust¬ 
ments,”  that  would  only  cover  the  purchase  of  goods  authorized  by 
the* Congress  and  where  there  might  be  an  escalator  clause.  That 
type  of  case  would  be  the  only  type  of  adjustments  authorized  by  the 
Congress ;  is  that  right  ? 

Mr.  Finan.  That  is  right,  sir,  and  it  would  only  enable  him  to  liqui¬ 
date  obligations  incurred  during  the  fiscal  year  in  question  and  which 
were  otherwise  completely  valid  and  proper  claims  against  the  Gov¬ 
ernment. 

The  present  situation,  Mr.  Chairman,  as  you  know,  is  that  these  un¬ 
obligated  balances  are  not  now  written  off.  They  are  carried  over  at 
the  end  of  2  years  and  show  up  in  the  Certified  Claims  Account  in  the 
Treasury  Department. 

One  of  the  advantages  of  this  bill  would  enable  us  to  reduce,  at  least 
to  some  extent,  these  apparent  carryovers  of  unobligated  appropria¬ 
tions  which  would  introduce  a  greater  element  of  precision  and 
integrity  into  the  books  of  the  executive  branch. 

The  authority  that  is  given  here  is  really  one  of  enabling  a  depart¬ 
ment  head  to  correct  an  error  which  was  made — in  other  words,  there 
may  have  been  an  order  let,  or  some  other  valid  obligating  action  taken, 
which,  for  one  reason  or  other,  didn’t  get  recorded  in  the  books  and 


238 


BUDGETING  AND  ACCOUNTING 


it  shows  up  later  ancl  it  is  a  perfectly  proper  claim  against  the  Govern¬ 
ment  and  must  be  paid. 

These  escalator  clauses  can  also  enter  into  the  picture.  The  others 
are  straight  out  and  what  might  be  called  bookkeeping  errors  that 
might  enter  into  the  picture.  It  should  be  borne  in  mind  that  this 
single,  old  account  that  would  be  provided  for  here  would  be  one  into 
which  would  be  transferred  the  balances  of  all  prior  years  that  still 
contained  unliquidated  obligations,  so  that  we  think  there  is  a  very 
reasonable  presumption  that  for  every  claim  that  is  in  excess  of  the 
original  obligation,  we  will  have  one  or  more  claims  that  will  come 
in  on  the  low  side  and  balance  it  out. 

So  we  frankly  think  that  this  proviso,  which  we  are  perfectly  satis¬ 
fied  with  and  are  willing  to  recommend,  be  included  in  the  bill,  is  one 
that  is  most  unlikely  to  be  used. 

On  the  other  hand,  if  it  is  used,  we  want  the  Budget  Director  to 
know  about  it  because  we  think  it  may  expose  the  kind  of  situation  that 
wasn't  anticipated  in  one  form  or  another  that  should  involve  some 
corrective  action.  The  corrective  action,  of  course,  couldn't  be  in 
the  form  of  a  refusal  to  pay  a  claim  because  by  that  time,  shall  we  say, 
the  water  is  long  since  over  the  dam.  You  would  have  to  deal  with 
similar  situations  that  might  develop  in  the  future. 

Senator  Kennedy.  Are  you  finished  with  your  testimony? 

Mr.  F  'inan.  I  am  finished,  sir. 

Senator  Cotton.  Could  this  provision  be  used  to  restore  previously 
returned  balances  from  several  years  back? 

Mr.  F  'inan.  I  am  not  sure  I  understand  your  question. 

Senator  Cotton.  I  am  just  wondering  how  much  actual  protection 
this  word  “adjustments”  has.  I  mean,  could  this  amendment  be  used 
if  a  department  head  desired  to  do  so,  to  go  back  and  restore  the 
previously  returned  balance  of  an  appropriation  for  more  than  1,  2, 
or  3,  or  for  several  previous  years,  and  get  it  back  into  his  control  ? 

Mr.  Finan.  Not  in  the  sense  that  it  would  give  him  authority,  Sena¬ 
tor,  to  use  it  for  new  purposes  during  the  current  fiscal  year  when  this 
issue  came  up. 

An  appropriation,  as  you  know,  really  gives  the  Department  li'ead 
authority  to  do  two  things — one,  is  to  obligate  the  money,  to  hire 
people,  let  contracts,  issue  purchase  orders,  and  so  forth.  The  other  is 
authority  to  spend  the  money  which  is  to  pay  his  people  after  he  has 
hired  them  and  pay  his  contractors  and  pay  his  bills  and  so  on. 

Now,  the  authority  to  obligate,  that  is,  to  hire  people  or  to  initiate 
contracts  and  so  on,  under  an  annual  appropriation  expires  on  June 
30  of  each  year,  and  that  provision  is  in  no  way  affected  by  this  bill. 

Under  the  present  situation,  however,  the  entire  balance  of  his  ap¬ 
propriation  which  is  both  unobligated  and  unspent  is  carried  over  on 
his  books  for  2  years  during  which  time  he  can  continue  to  pay  claims, 
but  he  cannot  further  obligate  any  of  his  unobligated  balances.  In 
other  words,  he  can’t  buy  anything  with  this  that  was  not  ordered  on  or 
before  June  30. 

Senator  Cotton.  This  last  statement  you  just  made  is  under  this 
current  bill? 

Mr.  Finan.  I  am  talking  about  the  current  situation. 

Senator  Cotton.  Now? 

Mr.  Finan.  Yes,  sir,  now.  You  can  point  it  up  with  a  simple 
illustration.  Let’s  say  you  had  an  appropriation  for  $1  million  a  year. 
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For  one  reason  or  another,  yon  might  not  find  it  necessary  to  use  or 
obligate  over  $900,000  of  it.  Under  the  present  situation  you  would 
still  carry  over  on  your  books  and  2  years  later  transfer  to*  the  books 
of  the  Treasury  so  much  of  the  $1  million  as  was  still  unspent  and 
the  portion  of  it,  in  this  case  $100,000,  which  was  unobligated. 

T  Inder  this  bill,  90  days  after  the  close  of  the  fiscal  year  you  would 
write  off  the  $100,000  of  unobligated  appropriation  and  then  you 
would  carry  on  your  books  so  much  of  the  remainder  as  has  yet  not 
been  spent  but.  which  was  obligated.  In  other  words,  bills  that  you 
hadn’t  received  yet. 

Senator  Cotton.  I  truly  understand  all  that,  but  the  point  is  that 
the  amendment,  if  I  can  see  its  purpose,  is  that  a  department  head, 
after  that  90  days  expired  and  after  .the  unobligated  had  been  can¬ 
celed  or  written  off,  however  you  phrased  it,  if  he  finds  he  made  an 
error  and  obligated  a  little  more  than  he  realized,  can  recapture  it. 
Is  that  right,  under  this  amendment? 

Mr.  Finan.  Only  to  the  extent  that  if  he  gets  a  claim  which  exceeds 
the  total  balance  remaining  in  this  appropriation  and  that  claim  was 
a  valid  claim  and  at.  the  time  lie  let  the  contract  or  issued  the  purchase 
order  it  was  in  the  fiscal  year  in  question  and  he  had  at  that,  time 
available  funds  to  do  it.  Only  then  could  he  make  an  adjustment  in 
his  books  tht  would  recapture  enough  of  what  he  had  written  off  to 
enable  him  to  have  a  sufficient  balance  to  pay  the  claim. 

Senator  Cotton.  That  is  exactly  what  I  thought  I  said.  In  other 
words,  if  he  has  committed  $750,000  of  $1  million  and  apparently 
the  other  $250,000  was  not  committed,  was  unspent,  automatically, 
■under  this  bill,  it  would  go  off  his  books. 

Mr.  Finan.  That  is  correct,  sir. 

Senator  Cotton.  But,  if  he  discovered  later  that  actually  the  pur¬ 
pose  for  which  he  committed  the  $750,000  climbed  to  $800,000  he  can 
get  that  extra  $50,000,  is  that  correct  ? 

Mr.  Finan.  Only  in  the  event  that  other  transfers  into  this  account 
had  also  been  exhausted  and  he  needed  the  $50,000  in  the  account  to 
bring  it  up  to  an  amount,  that  would  enable  him  to  liquidate  his  claims, 
because  this  account  will  contain  transfers  from  a  number  of  prior 
years. 

Senator  Cotton.  Well,  what  control,  if  any,  would  Congress  have 
over  these  restorations?  I  mean  by  “restorations”  what  is  covered 
by  this  proposal. 

Mr.  Fin  an.  In  terms  of  direct  control,  that  is  whether  the  depart¬ 
ment  head  would  have  to  come  to  either  a  congressional  committee 
or  anywhere  else  in  the  Congress  in  order  to  make  this  accounting 
adjustment,  the  Congress  wouldn’t  get  involved  in  it. 

Senator  Cotton.  What  knowledge,  if  any,  would  Congress  have 
of  these  transactions? 

Mr.  Finan.  The  normal  audits  of  the  General  Accounting  Office 
which,  under  the  provisions  of  the  bill,,  call  for  a  review  of  their 
accounts  annually  and,  of  course,  the  individual  transactions  come 
under  the  normal  postaudit  operations  of  the  General  Accounting 
Office. 

Senator  Cotton.  Would  the  Bureau  of  the  Budget  have  any  control 
over  these  so-called  restorations? 

Mr.  Finan.  Not  control,  except  that  the  transactions  would  be  re¬ 
ported  to  us  and  it  would  then  put  us  in  the  position  of  investigating 
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and  determining  what  happened  and  determining  whether  any  cor¬ 
rective  action  was  taken  to  prevent  future  occurrences. 

Senator  Cotton.  By  “corrective  action,”  do  you  mean  by  legisla¬ 
tion  ? 

Mr.  Finan.  It  could  take  several  forms,  Senator  Cotton.  It  could 
indicate  that  an  agency  had  a  very  poor  set  of  books,  that  within  90 
days  after  the  close  of  a  fiscal  year  they  really  didn’t  know  what 
their  outstanding  obligations  were,  which  would  suggest  that  we 
ought  to  move  in  through  the  joint  accounting  program  and  help  the 
agency  get  the  books  in  order. 

Senator  Cotton.  Would  the  Bureau  of  the  Budget  report  to  Con¬ 
gress  on  actions  taken  under  this  proviso,  this  amendment? 

Mr.  Finan.  This  amendment  as  written  would  not  require  the 
Bureau  of  the  Budget  to  make  reports  under  this  provision. 

Senator  Cotton.  You  say  you  believe,  as  a  practical  matter,  any 
claims  that  came  in  that  required  more  money  than  was  anticipated, 
when  the  unspent  portion  was  written  off  the  books,  would  be  counter¬ 
balanced,  undoubtedly,  by  instances  in  which  not  as  much  money  was 
required  to  meet  claims  as  was  originally  anticipated  ? 

Mr.  Finan.  That  is  correct,  sir.  The  trend  tends  to  be  that  way  in 
most  appropriations. 

Senator  Cotton.  I  understand  that,  but  how  do  we  know  what  safe¬ 
guard  we  have  to  know  that  if  that  situation  is  true,  that  the  head 
of  the  department  will  balance  off  those  savings  against  the  funds 
that  he  had  to  recapture  ? 

Mr.  Finan.  He  would  be  required  to  do  that  under  the  provisions 
of  this  bill. 

Senator  Cotton.  But  who  checks  on  him — who  polices  him  ? 

Mr.  Finan.  The  General  Accounting  Office,  sir.  These  accounts 
are  reviewed  once  a  year. 

Senator  Cotton.  And  supposing  the  General  Accounting  Office 
finds  that  he  hasn't  balanced  those.  What  do  they  do  about  it? 

Mr.  Finan.  They  would  report  that  to  the  Congress,  sir. 

Senator  Cotton.  Report  it  to  Congress  ? 

Mr.  Finan.  Yes,  sir,  and  as  I  would  interpret  the  way  this  bill  is 
written,  Senator,  action  of  that  kind  would  be  a  violation  of  the  pro¬ 
visions  of  this  bill.  In  other  words,  a  violation  of  the  law. 

Senator  Cotton.  I  am  not  suggesting  a  great  many  department 
heads  or  any  department  head  might  consciously  do  that,  but  I  have 
sat  on  appropriation  committees  and  we  all  know  that  departments 
many  times  are  seeking  to  keep  control  of  their  funds. 

I  won’t  take  up  any  more  time,  Mr.  Chairman.  It  just  seems  I  am 
a  little  bit  surprised  to  find  that  everybody  is  unanimous  about  the 
adoption  of  this  amendment.  By  curbstone  judgment  and  my  first 
consideration  of  it  when  I  read  it,  it  just  seemed  to  me  that  it  opened 
up  tremendous  loopholes  in  this  bill  and  nullified  much  of  the  effect  of 
the  bill .  I  have  to  be  convinced  that  it  doesn’t. 

Mr.  Finan.  Our  only  criticism  of  this  amendment,  Senator,  is  we 
doubt  the  necessity  of  it,  but  we  think  it  is  perfectly  harmless.  The 
current  situation  is  one  in  which  all  of  these  balances,  including  the 
unobligated  portions,  are  carried  forward,  so  the  initial  effect  of  this 
bill  is  a  substantial  tightening  up  of  the  situation.  There  is  no  way,, 
under  either  the  current  situation  or  this  bill,  which  would  enable  a  de- 
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partment  head  to  obligate  under  any  1  appropriation  in  1  tiscal  year 
more  than  was  initially  appropriated  by  the  Congress.  That  ironclad 
limit  exists  both  under  the  situation  that  exists  today  and  it  would  also 
exist  under  the  situation  under  this  bill. 

Senator  Cotton.  But  it  is  your  studied  judgment,  from  your  knowl¬ 
edge  and  experience  in  these  matters  and  which  certainly  exceeds  mine 
and  probably  most  of  the  Members  of  Congress,  that  these  accounts  are 
likely  to  balance,  and  that  this  provision,  it  seems  to  me,  is  unneces¬ 
sary. 

Why  do  you  need  it  if  in  almost,  all  instances  it  is  likely  that  those 
accounts  where  less  money  is  required  will  counterbalance  the  ones 
where  they  have  found  a  mistake  and  more  money  is  required?  Why, 
then,  you  don’t  need  this  provision,  and  if  you  need  this  provision,  why 
it  just  presupposes  that  that  situation  is  not  good  and  that  it  exists. 

Mr.  Finan.  We  are  agreeing  with  this  provision,  Senator  Cotton, 
strictly  to  remove  the  objections  of  the  Department  of  Defense  to  the 
legislation. 

We  recognize  that  the  Department  of  Defense  has  a  number  of  very 
difficult  and  acute  problems.  The  character  of  the  responsibilities  of 
the  Defense  Department  is  such  that  we  want  to  be  extremely  careful 
that  we  don’t,  in  an  effort  to  improve  bookkeeping,  interfere  in  any  way 
with  the  national  defense,  even  to  the  most  minor  degree.  They  are 
concerned,  they  are  worried,  that  in  the  absence  of  this,  they  could  get 
into  trouble  on  current  appropriations  with  possible  repercussions  on 
effective  programing  and  in  terms  of  their  relationships  with  the  Ap¬ 
propriations  Committee  and  a  number  of  other  matters. 

Solely  for  those  reasons  and  because  we  doubt  that  a  situation  is 
likely  to  arise  under  which  this  proviso  will  be  used,  we  are  perfectly 
agreeable  to  seeing  it  included  in  the  bill. 

Senator  Cotton.  Have  your  legal  people  passed  on  it?  Are  they 
sure  it  is  constitutional  and  doesn’t  open  the  way  for  expenditures 
without  appropriations  by  Congress  ? 

Mr.  Finan.  Yes,  sir;  I  understood  you  were  concerned  about  this 
provision  of  the  bill  in  that  respect  and  I  discussed  with  our  legal 
staff  last  night  these  issues  and  they  tell  me  they  are  perfectly  satisfied 
that  there  is  no  problem  of  that  kind  involved  in  this  provision. 

Senator  Kennedy.  Do  you  think  it  would  be  of  any  assistance  in 
meeting  the  problem  that  Senator  Cotton  suggested  if  we  had  the  re¬ 
port  made  to  the  General  Accounting  Office  or  the  Appropriations 
Committee  of  Congress  so  that  we  would  all  be  reassured  ? 

Mr.  Finan.  We  wouldn’t  have  any  objection  to  requiring  reports 
under  this  proviso  either  to  the  General  Accounting  Office  or  the  Ap¬ 
propriations  Committee,  Mr.  Chairman. 

As  1  say,  we  think  you  will  get  few,  if  any,  such  reports. 

Senator  Kennedy.  Mr.  Bordner,  do  you  "feel  that  would  be  a  satis¬ 
factory  amendment  to  the  amendment  suggested  on  page  2,  to  require 
that  these  reports  be  filed  with  the  GAO  and  perhaps  give  the  Con¬ 
gress  a  little  more  information  about  it? 

Mr.  Bordner.  Yes,  Mr.  Chairman,  I  think  that  is  perfectly  in  order. 

(The  amendment  proposed  for  section  1,  page  2  of  the  committee 
print  is  as  follows :) 

:  Provided,  That  when  it  is  determined  necessary  by  the  head  of  the  agency  con¬ 
cerned  that  a  portion  of  the  remaining  balance  withdrawn  is  required  to  liqui- 
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date  obligations  and  effect  adjustments,  such  portion  of  the  remaining  balance 
may  be  restored  to  the  appropriate  account  established  pursuant  to  this  Act: 
Provided  further,  That  the  head  of  the  agency  concerned  shall  make  a  report 
with  respect  to  each  such  restoration  to  the  chairman  of  the  Committees  on  Ap¬ 
propriation  of  the  Senate  and  the  House  of  Representatives,  to  the  Comptroller 
General  of  the  United  States,  and  to  the  Director  of  the  Bureau  of  the  Budget. 

Senator  Kennedy.  This  amendment  on  page  8  would  permit  the 
Appropriations  Committee  to  excuse  any  department  or  agency  from 
the  provisions  of  this  act,  as  I  understand  it. 

Mr.  Finan.  That  is  correct,  sir. 

Senator  Kennedy.  We  will  excuse  you  just  for  a  minute,  Mr.  Finan. 
We  would  like  to  have  Mr.  Bordner  from  the  Defense  Department 
take  the  witness  chair  for  a  few  minutes. 

STATEMENT  OF  HOWARD  W.  BORDNER,  DEPUTY  COMPTROLLER 
FOR  ACCOUNTING  POLICY,  DEPARTMENT  OF  DEFENSE 

Senator  Cotton.  You  heard  the  questions  that  I  asked  of  Mr.  Finan 
about  this  provision  and  the  doubts  that  I  had  in  connection  with  it 
and  I  thought  due  to  the  fact  that  none  of  us  want  to  hamper  the 
Department  of  Defense,  certainly,  you  might  have  some  comment  on 
this  and  you  might  reassure  us. 

Mr.  Bordner.  I  don’t  know  that  I  can  add  much  to  the  comments 
of  Mr.  Finan.  I  think  he  made  the  point  that  first  you  could  not 
obligate  the  old  account  for  any  new  obligations.  It  could  only  be 
used  to  adjust  and  liquidate  or  remove  obligations,  legitimately  in¬ 
curred  prior  to  the  end  of  the  respective  fiscal  year  on  which  the  ap¬ 
propriation  expired. 

I  think,  second,  he  made  the  point  that  you  could  not  restore,  by 
this  proposed  amendment,  any  sums  except  first  as  required  to  meet 
payments  under  the  obligations,  legitimately  incurred,  and  in  no 
case  could  you  restore  more  than  the  original  amount  which  had 
lapsed,  reverted  to  the  Treasury,  so  to  speak,  and  T  think,  third, 
he  made  the  point,  in  comparison  with  the  present  situation,  where 
those  sums  are  carried  under  the  certified  claims  account,  even  beyond 
the  2-year  period.  In  other  words,  there  would  be  returned  to  the 
Treasury,  by  this  amendment,  amounts  in  advance  of  what  is  now 
the  current  situation. 

He  has  indicated  also  that  the  General  Accounting  Office  would 
naturally  audit  the  appropriation  account. 

I  think  I  might  add  just  one  point.  I  believe  it  woidd  be  normal 
procedure  for  the  Treasury  Department  to  check  on  the  amounts 
that  might  be  requested  for  restoration  and  refuse  to  restore  anv 
amount  which  could  not  be  legitimately  restored  based  on  the  original 
amounts  which  had  lapsed. 

Senator  Cotton.  Where  do  you  find  the  authority  for  that  in  the 
proviso  ? 

Mr.  Bordner.  I  find  it  only  by  implication. 

Senator  Cotton.  Could  you  go  back  several  years  on  a  transaction 
and  recapture  the  appropriation  ? 

Mr.  Bordner.  Yes ;  if  justified,  but  again,  Mr.  Finan  made  the  point 
that  the  bill  in  its  other  provisions  requires  the  head  of  the  agency  at 
all  times  to  measure  the  adequacy  of  the  balance,  and  if  you  have 
enough  funds  in  the  appropriation,  because  certain  obligations  have 
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been  liquidated  at  less  than  the  amounts  originally  estimated,  you 
would  have  those  funds  available  and  they  would  have  to  be  used 
first  before  you  even  made  a  request  for  restoration. 

There  is  also  in  the  bill,  1  believe,  a  proviso  that  as  the  agency 
establishes  the  fact  that  there  are  excessive  funds  available  in  the 
prior  years’  appropriations  as  a  result  of  liquidation  of  obligations 
at  less  than  the  amounts  asked  for,  those  excesses  would  also  have  1  o 
be  canceled  or  lapsed. 

Senator  Cotton.  Is  it  your  opinion  with  respect  to  the  Defense  D  *- 
partment,  you  agree  with  Mr.  Finan  as  a  man  of  practical  experience, 
that  the  overage  on  some  would  balance  the  inadequacy  of  others  :  o 
that  the  two  would  balance  ? 

Mr.  Bordner.  Not  entirely.  That  would  be  true  in  some  appropi  i- 
ations  perhaps,  but  not  in  others. 

Our  problem,  Senator,  I  believe  is  largely  in  those  annual  appro¬ 
priations  where  we  have  a  mixture  of  procurement.  While  we  use 
no-year  appropriations  generally  for  procurement,  eve  have  certain 
cases,  particularly  the  Navy,  as  has  been  testified  to,  where  there  is 
a  certain  amount  of  procurement  under  the  annual  appropriations  and 
it  is  largely  in  connection  with  those  appropriations  where  the  con¬ 
tracts  contain  escalator  clauses  and  so  forth.  And  I  think  in  those 
appropriations,  it  would  not  be  at  all  unusual  to  use  this  privilege. 

Senator  Cotton.  So  you  feel  that  for  the  safety  of  our  program  of 
national  defense  you  must  have  something  in  there  to  enable  the  head 
of  your  Department,  without  seeking  any  more  authority  from  Con¬ 
gress,  without  anything  from  Congress,  but  simply  notifying  and 
reporting  to  it  afterward  and  to  the  Bureau  of  the  Budget,  be  able  to 
recapture  those  parts  of  lapsed  appropriations  that  were  found  to  be 
necessary  to  complete  the  transactions  for  which  they  were  originally 
appropriated. 

Mr.  Bordner.  Yes,  Senator,  but  also  in  recognition  of  the  fact  that 
the  authority  had  once  been  obtained  from  the  Congress  to  cover  that. 
It  isn’t  the  same  as  escaping,  going  to  Congress  for  the  authority. 

Senator  Cotton.  Assuming  that  this  bill  should  become  law,  the 
whole  purpose  of  this  bill,  as  I  understand  it,  is  to  cause  those  appro- 
priations  unused,  unobligated,  portions  of  those  appropriations  to  go 
off  the  books  and  lapse. 

Assuming  this  bill  is  on  the  statute  books,  it  would  be  a  recapturing 
of  funds  previously  appropriated  that  had  lapsed,  is  that  right? 

Mr.  Bordner.  Yes,  sir. 

Senator  Kennedy.  Mr.  Bordner,  is  this  bill  satisfactory  to  the 
Defense  Department? 

Mr.  Bordner.  It  is. 

Senator  Kennedy.  Thank  you  very  much. 

The  hearing  on  S.  3362  is  now  ended.  The  hearing  on  S.  3199  is 
recessed  subject  to  the  call  of  the  Chair.  The  subcommittee  will  go 
into  executive  session  and  I  would  like  the  officials  from  the  General 
Accounting  Office  to  wait,  please.  I  want  to  thank  the  rest  of  you  for 
coming  here  today. 

(Whereupon,  at  10:  50  a.  m.,  the  subcommittee  went  into  executive 
session.) 

At  the  conclusion  of  the  hearings,  Chairman  Kennedy  of  the  Subcommittee 
on  Reorganization  requested  the  representatives  of  the  Bureau  of  the  Budget, 
the  Department  of  the  Treasury,  and  the  Office  of  the  Comptroller  General, 
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in  cooperation  with  the  staff  of  the  subcommittee  to  redraft  a  new  bill  to  include 
the  suggested  amendments  upon  which  there  was  general  agreement.  The  new 
bill,  S.  3897,  was  introduced  in  the  Senate  on  May  21,  1956. 

(Subsequently,  rite  following;  communications  relating  to  S.  3199 
were  received  by  the  subcommittee:) 

Price  Waterhouse  &  Co., 

New  York,  N.  Y.,  March.  27,  1956. 

lion.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization,  Senate  Committee  on  Govern¬ 
ment  Operations,  Senate  Office  Building,  Washington,  D.  C. 

Dear  Senator  Kennedy  :  In  connection  with  the  consideration  of  Senate  bill 
6199  by  your  subcommittee,  I  am  sending  you  herewith  10  copies  of  a  letter  dated 
November  15  from  the  Professional  Council  on  Federal  Financial  Administra¬ 
tion  to  the  Honorable  William  L.  Dawson,  chairman,  Committee  on  Government 
Operations  of  the  House  of  Representatives.  This  letter  sets  forth  in  some  detail 
the  views  of  the  council  on  the  Hoover  Commission’s  report  to  the  Congress  on 
budget  and  accounting.  Inasmuch  as  Senate  bill  8199  is  designed  to  implement 
many  of  the  recommendations  of  the  Hoover  Commission  report,  the  views  of 
the  council  are  pertinent  to  the  provisions  of  the  bill. 

The  Professional  Council  on  Federal  Financial  Administration,  of  which  I  am 
chairman,  was  organized  approximately  5  years  ago  in  order  to  provide  an  inde¬ 
pendent  group  of  persons  who  are  qualified  by  education  and  experienced  in 
governmental  accounting  and  financial  matters  for  consultation  to  the  executive 
and  legislative  branches  of  the  Government.  The  council  has  kept  closely  in 
touch  with  the  progress  of  the  joint  committee  for  improvement  in  accounting 
in  the  Federal  Government  carried  out  in  recent  years  through  cooperative  effort 
of  the  General  Accounting  Office,  the  Bureau  of  the  Budget  and  the  Treasury 
Department.  The  council  has  made  an  extended  study  of  the  Hoover  Commis¬ 
sion  Report  on  Budget  and  Accounting  as  well  as  the  related  task  force  report. 
Accordingly  I  believe  that  the  comments  in  the  accompanying  letter  merit  your 
consideration  and  incorporation  in  the  record  of  the  hearings  of  the  Subcommittee 
on  Reorganization. 

Sincerely  yours, 

Paul  Grady'. 


The  Professional  Council  on  Federal  Financial  Administration, 

November  15,  1955. 

Hon.  Wlliam  L.  Dawson, 

Chair-man,  Committee  on  Government  Operations,  House  of  Representatives. 

Dear  Mr.  Chairman  :  The  Professional  Council  on  Federal  Financial  Admin¬ 
istration  is  submitting  herein  its  views  on  the  recommendations  of  the  Hoover 
Commission  on  budget  and  accounting  for  the  consideration  of  the  Committee  on 
Government  Operations  of  the  House  of  Representatives. 

The  Professional  Council  on  Federal  Financial  Administration  was  organized 
approximately  5  years  ago  in  order  to  have  an  independent  group  of  persons,  who 
are  qualified  by  education  and  experience  in  governmental  accounting  and  finan¬ 
cial  matters,  available  for  consultation  to  the  Government  and  other  public  or¬ 
ganizations.  The  council  has  kept  closely  in  touch  with  the  progress  in  the  .joint 
program  for  improvement  in  accounting  in  the  Federal  Government  carried  out 
in  recent  years  through  cooperative  effort  of  the  General  Accounting  Office,  the 
Bureau  of  the  Budget,  and  the  Treasury  Department.  As  a  basis  for  this  letter, 
the  council  has  studied  the  Hoover  Commission’s  report  to  the  Congress  on  budget 
and  accounting  and  the  related  task  force  report  and  has  held  extensive  meetings 
with  the  chairman  of  the  task  force  and  with  representatives  of  the  General  Ac¬ 
counting  Office,  Bureau  of  the  Budget,  and  the  Treasury  Department. 

The  council  enthusiastically  endorses  the  underlying  concepts  that  are  embodied 
in  the  Hoover  Commission  recommendations;  namely,  that  budgeting  and  ac¬ 
counting  for  operating  programs  should  be  primarily  in  terms  of  the  cost  of 
resources  consumed,  and  that  budgeting  and  accounting  of  capital,  or  long  lead 
time,  programs  should  be  primarily  in  terms  of  accrued  expenditures.  We  have 
also  studied  the  letter  dated  October  26, 1955,  addressed  to  you  by  the  Comptroller 
General  of  the  United  States  and  we  are  in  agreement  with  many  of  his  interpre¬ 
tative  comments  relating  to  particular  recommendations  or  groups  of  recom¬ 
mendations.  We  shall  deal  with  the  25  specific  recommendations  of  the  Hoover 
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■Commission  and  refer  to  and  .endorse  some  of  the  Comptroller  General's  com¬ 
ments  without  repetition  in  order  to  shorten  and  simplify  this  letter. 

recommendation s  relating  to  the  bureau  of  the  budget 

(Part  II  Commission  Report) 

^Recommendation  No.  1 

(a)  That  the  Bureau  of  the  Budget  expand  and  make  more  effective  the  dis¬ 
charge  of  its  managerial  and  budgeting  functions ; 

(b)  That  in  order  to  do  this,  among  other  things,  it  should  place  in  important 
agencies  one  or  more  well  qualified  employees  whose  duties  should  include  con¬ 
tinuous  year-round  review,  at  the  site  of  the  agency,  of  agency  budget  prepara¬ 
tion  and  administration  and  other  facets  of  the  Bureau’s  managerial  responsi¬ 
bilities  ;  and 

(r)  If  necessary,  the  Congress  should  increase  the  resources  of  the  Bureau 
of  the  Budget  for  tlint  purpose. 

Recommendation  No.  2 

That  the  executive  agencies  report  annually  to  the  Bureau  of  the  Budget 
on  the  conduct  of  their  operations.  On  the  basis  of  the  agencies’  reports  and 
other  available  information,  the  Bureau  should  prepare  for  the  President  an 
annual  report  on  performance  for  the  executive  branch  as  a  whole. 

Recommendation  No.  3 

That  for  management  purposes,  cost  based  operating  budgets  be  used  to  de¬ 
termine  fund  allocations  within  the  agencies,  such  budgets  to  be  supplemented 
by  periodic  reports  on  performance. 

We  endorse  these  three  recommendations.  In  respect  of  the  first  recommenda¬ 
tion  we  would  emphasize  the  point  that  funds  expended  to  increase  the  effec¬ 
tiveness  of  the  Bureau  of  the  Budget  should  be  returned  manyfold  through 
disclosure  of  unnecessary  and  wasteful  activities  in  various  Government  de¬ 
partments  and  agencies.  In  regard  to  the  second  and  third  recommendations 
we  agree  with  the  interpretative  comments  of  the  Comptroller  General. 

recommendations  relating  to  the  performance  (or  program)  budget 

(Part  III  Commission  report) 

Recommendation  No.  4 

That  the  executive  budget  continue  to  be  based  upon  functions,  activities,  and 
projects  adequately  supported  by  information  on  program  costs  and  accomplish¬ 
ment,  and  by  a  review  of  performance  by  organizational  units  where  these  do 
not  coincide  with  performance  budget  classifications. 

Recommendation  No.  5 

That  the  agencies  take  further  steps  to  synchronize  their  organization  struc¬ 
tures,  budget  classifications,  and  accounting  systems. 

Recommendation  No.  6 

That  executive  agency  budgets  be  formulated  and  administered  on  a  cost 
basis. 

We  endorse  recommendations  No.  4,  5,  and  6  as  well  as  the  related  comments 
of  the  Comptroller  General. 

recommendations  relating  to  restoration  of  congressional  control  of  the 

purse 

(Part  IV  Commission  Report) 

Recommendation  No.  7 

That  the  executive  budget  and  congressional  appropriations  be  in  terms  of 
estimated  annual  accrued  expenditures,  namely  charges  for  the  cost  of  goods 
and  services  estimated  to  be  received. 

Recommendation  No.  S 

That  legislation  committing  the  Government  to  continuing  expenditures  for 
special  programs  which  are  not  susceptible  to  the  usual  budgetary  control  ordi- 
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narily  be  enacted  for  a  limited  term  in  order  to  require  periodic  congressional 
review  of  their  usefulness. 

Recommendation  No.  9 

That  the  Bureau  of  the  Budget  keep,  such  programs  under  continuing  review, 
and  the  President’s  budget  contemplate  amendments  to  them  when  their  opera¬ 
tion  conflicts  with  current  budgetary  policy. 

We  endorse  recommendations  No.  7,  8,  and  9.  We  also  agree  with  the  com¬ 
ments  of  the  Comptroller  General  relating  to  recommendation  No.  7.  In  refer¬ 
ence  to  this  recommendation,  the  council  points  out  that  the  report  does  not 
explain  the  means  by  which  budgets  and  appropriations  made  on  an  accrued 
expenditures  basis  are  to  be  tied  in  with  other  accounting  and  budgeting  con¬ 
trols  which,  in  accordance  with  recommendations  3,  6,  and  14,  are  to  he  on  a 
cost  basis.  We  suggest  that  the  appropriate  agency  take  steps  to  clarify  this 
matter. 

RECOMMENDATIONS  RELATING  TO  ORGANIZATION  FOR  ACCOUNTING  IN  THE  EXECUTIVE. 

BRANCH 

(Part  V  Commission  report) 

Recommendation  No.  10 

That  there  be  established  under  the  Director  of  the  Bureau  of  the  Budget  a 
new  Staff  Office  of  Accounting  headed  by  an  Assistant  Director  for  Accounting, 
with  powers  and  duties  as  follows  : 

(а)  To  develop  and  promulgate  an  overall  plan  for  accounting  and  reporting, 
consistent  with  broad  policies  and  standards  prescribed  by  the  Comptroller 
General.  These  broad  policies  and  standards  should .  continue  to  be  developed 
in  cooperation  with  the  executive  branch. 

(б)  To  expedite,  guide,  and  assist  in  the  introduction  of  modern  accounting 
methods  in  the  executive  agencies  consistent  with  the  overall  plan. 

(c)  To  set  reasonable  but  definite  time  schedules  for  performance  and  to 
watch  progress. 

(d)  To  stimulate  the  building  of  competent  accounting  and  auditing  organi¬ 
zations  in  the  executive  agencies  and  to  assist  actively  in  the  selection,  training, 
and  retention  of  capable  personnel. 

(e)  To  report  at  least  annually  to  the  Budget  Director  with  respect  to  the 
status  of  accounting  in  each  of  the  executive  agencies. 

Recommendation  No.  11 

That  as  an  aid  to  financial  management  the  position  of  Comptroller  be  estab¬ 
lished  in  the  principal  agencies  and  major  subdivisions  thereof  embracing  the 
following  duties  and  functions : 

(a)  To  direct  the  setting  up  and  maintenance  throughout  his  agency  of  ade¬ 
quate  accounting  and  auditing  systems  and  procedures  in  conformity  with  the 
provisions  of  the  Budget  and  Accounting  Procedures  Act  of  1950. 

(h)  To  direct  the  recruitment,  training,  and  development  of  qualified  account¬ 
ing  personnel. 

(c)  To  develop  and  be  responsible  for  reliable  and  informative  financial  reports 
for  (1)  internal  management  purposes  and  (2)  for  issue  to  the  Congress  and 
other  executive  departments  or  agencies. 

(d)  To  interpret  and  advise  upon  significant  aspects  of  the  financial  reports. 

(e)  To  direct  the  preparation,  and  review  execution  of  budgets  prepared  at 
operating  levels  for  the  information  of  top  management  which  is  responsible  for 
budget  policies. 

Recommendation  No.  12 

That  the  selection  of  agency  Comptrollers  and  the  building  of  competent 
accounting  organizations  in  the  executive  agencies  through  the  selection,  train¬ 
ing.  and  retention  of  capable  personnel  be  an  important  phase  of  the  guidance 
and  help  to  be  given  by  the  Assistant  Director  for  Accounting  in  the  Bureau 
of  the  Budget. 

We  endorse  recommendations  Nos.  10,  11,  and  12  and  agree  with  the  related 
comments  of  the  Comptroller  General.  Our  comments  on  recommendation  No.  1 
are  fully  applicable  to  recommendation  No.  10. 
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RECOMMENDATIONS  RELATING  TO  ACCOUNTING  PROCEDURES  IN  EXECUTIVE  AGENCIES 

(Part  VI  Commission  report) 

Recommendation  No.  1 3 

That  the  allotment  system  be  greatly  simplified.  As  an  objective  each  oper¬ 
ating  unit  should  be  financed  from  a  single  allotment  for  each  appropriation 
involved  in  its  operations. 

Recommendation  No.  14 

That  Government  accounts  he  kept  on  the  accrual  basis  to  show  currently, 
completely,  and  clearly  all  resources  and  liabilities,  and  the  cost  of  operations. 
Furthermore,  agency  budgeting  and  financial  reporting  should  be  developed  from 
such  accrual  accounting. 

Recommendation  No.  15 

That  after  appropriate  accrual  and  cost  accounting  techniques  have  been  estab¬ 
lished  by  the  Government  agencies,  the  creation  or  continuation  of  revolving 
funds  should  be  reviewed  to  determine  whether  they  will  add  to  efficient 
management. 

Recommendation  No.  16 

That  the  executive  agencies  accelerate  the  installation  of  adequate  monetary 
property  accounting  records  as  an  integral  part  of  their  accounting  systems. 

Recomm  endation  No.  17 

That  each  department  and  agency  be  authorized  to  maintain  a  single  account 
under  each  appropriation  title  or  fund  for  controlling  the  amount  available 
for  the  liquidation  of  valid  obligations. 

Recommendation  No.  18 

That  vouchers  which  are  otherwise  valid  but  as  to  which  appropriations  have 
lapsed  should  not  be  referred  as  “claims”  to  the  General  Accounting  Office, 
but  should  be  settled  within  the  agencies. 

Recommendation  No.  19 

That  the  Comptroller  General  be  given  the  authority  to  relieve  accountable 
officers  of  financial  liability  except  where  losses  result  from  their  gross  negli¬ 
gence  or  fraud. 

******* 

We  endorse  recommendations  No.  1.3  to  19,  inclusive.  We  agree  with  the 
comments  of  the  Comptroller  General  relating  to  recommendations  No.  13  to 
18,  inclusive. 

In  further  reference  to  recommendation  No.  15,  we  are  assured  by  the  chair¬ 
man  of  the  task  force  that  there  is  no  implied  criticism  of  working  capital  funds 
now  in  existence,  nor  a  presumption  that  the  working  capital  device  will  become 
outmoded. 

RECOMMENDATIONS  RELATING  TO  CENTRAL  ACCOUNTING  AND  REPORTING 

(Part  VII  Commission  report) 

Recommendation  No.  20 

That  the  Bureau  of  the  Budget  and  General  Accounting  Office  make  a  study 
to  determine  what  can  he  done  to  eliminate:  (a)  Duplicate  accounts  within 
the  Treasury  Department;  and  (6)  Duplicate  accounting  as  between  the  Treas¬ 
ury  Department  and  the  various  departments  and  agencies. 

Recommendation  No.  21 

That  increased  and  continuing  emphasis  be  placed  upon  the  review  and  mod¬ 
ernization  of  central  fiscal  reports  by  the  Treasury  Department  to  the  end  that 
they  meet  the  changing  requirements  of  the  executive  branch,  the  Congress,  and 
the  public.  These  fiscal  reports  should  show  the  Government’s  cash  position 
and  related  cash  transactions. 

Recommendation  No.  22 

That  Congress  consider  amending  the  Budget  and  Accounting  Procedures 
Act  of  1950  to  make  the  Bureau  of  the  Budget  responsible  for  developing  com- 
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preliensive  reports'  (other  than  purely  fiscal  reports)  showing  the  financial' 
results  of  the  activities  of  the  Government  as  a  whole  and  of  its  major  com¬ 
ponent  activities. 

We  endorse  recommendations  No.  20.  21,  and  22.  The  Comptroller  Generals 
comments  regarding  these  recommendations  deal  mainly  with  the  improvements 
already  made  or  in  prospect  in  the  area  of  central  accounting  and  reporting  as 
a  result  of  the  cooperative  program  for  improvement  in  accounting.  Our  com¬ 
mendations  for  the  improvement  in  this  and  other  areas  will  be  expressed,  in  a 
later  part  of  this  letter. 

RECOMMENDATIONS  RELATING  TO  THE  DEPARTMENT  OF  DEFENSE 

(Part  VIII  Commission  report) 

Recommendation  No.  23 

That  in  selecting  individuals  for  eomptrollership,  civilians  with  broad  man¬ 
agement  and  accounting  experience  and  competence  be  appointed. 

Recommendation  No.  22/ 

That  the  comptrollers  in  the  military  departments  be  responsible  only  to- 
the  Secretary  of  their  respective  services,  and  that  concurrent  responsibility  to' 
a  Chief  of  Staff  or  equivalent  be  discontinued. 

We  endorse  the  objective  in  recommendation  No.  23  of  assuring  competence  of 
the  individuals  on  whom  responsibility  for  leadership  in  financial  management 
is  placed.  However,  we  agree  with  the  task  force  that  competent  personnel 
can  be  found  in  the  military  as  well  as  in  civilian  ranks.  Accordingly,  if 
the  military  departments  would  recognize  the  need  for  career  specialists  and 
make  appropriate  changes  in  their  rotation  and  promotion  policies,  we  would 
agree  with  the  task  force  recommendation  that  comptrollers  could  lie  either 
mililtary  or  civilian  or  both. 

Nine  of  the  members  of  this  council  endorse  recommendation  No.  24.  Dr. 
Anthony  dissents.  Although  he  recognizes  that  concurrent  responsibility  is 
usually  unsatisfactory  in  a  business  organization,  he  believes  that  there  are 
sound  management  reasons  for  continuing  this  concurrent  responsibility  in  one 
or  more  of  the  military  departments. 

RECOMMENDATIONS  RELATING  TO  AUDITING  AND  THE  GENERAL  ACCOUNTING  OFFICE 

(Part  IX  Commission  Report) 

Recommendation  No.  25 

That  the  Bureau  of  the  Budget  and  the  General  Accounting  Office  be  requested 
to  make  an  intensive  study  to  determine  the  adequacy  of  internal  auditing  in 
Government  agencies  and  what  steps  should  be  taken  to  improve  it. 

We  endorse  recommendation  No.  25. 

Many  of  the  recommendations  are  closely  interrelated  and  it  is  our  view  that 
the  first  18  should  be  dealt  with  as  a  whole  rather  than  separately.  If  all  25 
recommendations  were  adopted  and  properly  implemented  the  executive  depart¬ 
ments  and  the  Congress  would  have  adequate  data  as  a  basis  for  decisions  and 
for  judging  performance  of  the  departments  and  agencies.  Such  information 
would  include  for  each  major  program  (1)  past  costs  in  relation  to  accomplish¬ 
ments,  (2)  resources  available  in  terms  of  inventories  and  funds  carried  over, 
(3)  estimated  costs  of  all  resources  to  be  consumed  in  ensuing  fiscal  year,  (4) 
estimated  accrued  expenditures  needed  to  be  authorized  for  ensuing  fiscal  year, 
and  (5)  new  contracting  authority  needed  for  periods  beyond  such  fiscal  year. 
We  cannot  overemphasize  the  need  for  placing  the  Government’s  accounting 
and  budgeting  on  a  synchronized  cost  basis,  with  costs  determined  in  accordance 
with  sound  accrual  accounting  principles.  The  cost  basis  of  accounting  and 
budgeting  as  used  in  the  Hoover  Commission  report  means  the  reasonable  ascer¬ 
tainment  of  resources  used  for  major  programs  and  by  major  centers  of  organiza¬ 
tional  responsibility.  It  does  not,  in  our  opinion,  contemplate  intricate  and 
detailed  unit  of  production  cost  systems  of  the  type  associated  with  manufactur¬ 
ing  operations.  We  make  this  distinction  because  it  appears  that  a  misunder¬ 
standing  on  this  point  may  have  caused  dissents  by  two  of  the  members  of  the 
Commission. 

In  concluding  this  letter,  we  wish  to  express  our  commendation  for  the  sub¬ 
stantial  improvement  in  accounting  in  the  Federal  Government  which  has  been 
accomplished  in  recent  years  through  the  joint  program  of  the  General  Accounting 
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Office,  the  Bureau  of  the  Budget,  and  the  Treasury  Department.  The  progress 
made  is  a  tribute  in  part  to  the  technical  competence  of  the  individuals  assigned 
to  the  joint  program.  To  an  even  greater  degree,  it  is  attributable  to  the  fine 
spirit  of  cooperation  which  has  been  developed  between  these  agencies  which 
share  the  responsibility  for  leadership  in  accounting  and  budgeting  matters  and 
to  their  understanding  of  the  necessity  for  assisting  each  executive  agency  in  the 
development  of  accounting  and  budgetary  systems  which  will  be  most  useful 
in  meeting  its  financial  and  general  management  responsibilities.  It  is  our  view 
that  the  adoption  of  the  Hoover  Commission  recommendations  on  budget  and 
accounting  will  greatly  forward  the  program  for  improvement  and  will  in  no 
way  impede  the  cooperative  working  relationships. 

Respectfully  submitted. 

Herbert  S.  Taggart,  Robert  N.  Anthony,  American  Accounting  Asso¬ 
ciation ;  Raymond  G.  Lochiel,  G.  A.  Mills,  Controller’s  Institute  of 
America ;  Earle  H.  Cunningham,  Charles  J.  Gliesquiere,  Institute 
of  Internal  Auditors;  Joseph  M.  Lowery,  Joseph  M.  Cunningham. 
Municipal  Finance  Officers’  Association ;  Weldon  Powell,  Paul 
Grady,  Chairman,  American  Institute  of  Accountants. 


C'hajibkh  of  Commerce  of  the  United  States, 

Washington,  D.  C.,  March  28,  1956. 

Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization, 

Committee  on  Government  Operations, 

Senate  Office  Building,  Washington,  D.  C. 

Dear  Senator  Kennedy':  The  Chamber  of  Commerce  of  the  United  States 
favors  enactment  of  principles  and  objectives  of  S.  3199. 

That  measure  would  put  into  effect  many  proposals  of  the  Commission  on 
Organization  of  the  Executive  Branch  of.  the  Government  for  inproving  the  budget 
and  accounting  procedures  of  the  Government.  Performance  budgeting  and 
cost-based  budgets  have  long  been  recognized  as  a  highly  desirable  improvement 
in  the  Government’s  budgetary  process.  There  should  be  more  effective  control 
by  the  Bureau  of  the  Budget  over  preparation  and  administration  within  the 
Government  agencies.  The  Government  has  long  needed  an  improved  uniform 
accounting  system'  on  an  accrual  basis. 

Legislation  such  as  S.  3199,  directed  at  these  objectives,  would  lead  to  much 
better  fiscal  administration  by  the  Government,  and  should  lay  the  groundwork 
for  sizable  savings  in  annual  operating  costs  through  more  effective  control  over 
the  spending  activities  of  the  various  Government  agencies. 

The  Bureau  of  the  Budget  is  to  be  commended  for  its  recent  action  giving 
more  prominence  to  its  accounting  group.  Legislation  such  as  is  ocntemplated 
would  be  of  important  help  to  that  office  by  arming  the  Assistant  Director  in 
charge  of  this  function  with  adequate  authority  to  do  his  job,  as  well  as  by 
signifying  that  the  program  has  congressional  backing. 

We  recognize  that  discretionary  authority  already  exists  under  the  Budget 
and  Accounting  Procedures  Act  of  1950  to  put  into  effect  many  of  these  proposals. 
By  passing  that  act,  Congress  indicated  that  action  should  be  taken  along  these 
general  lines,  but  relatively  little  has  been  done.  We  think  it  is  time  for 
mandatory  legislation. 

The  Government’s  cash  basis  system  of  accounting  and  budgeting  is  extremely 
antiquated.  Accrual  accounting  has  been  successfully  used  for  many  years  by 
business  concerns  and  is  universally  accepted  as  the  standard  method.  Adop¬ 
tion  of  the  accrual  system  would  make  it  possible  to  do  away  with  the  system 
of  appropriation  carryovers  and  restore  to  Congress  full  control  over  the  Gov¬ 
ernment’s  fiscal  operations — a  control  which  has  been  lost  in  large  measure  in 
recent  years  as  the  carryover  system  has  come  into  more  extensive  operation. 

It  is  recognized  that  it  would  take  time  to  put  the  accrual  accounting  recom¬ 
mendations  into  effect.  One  problem  here  will  be  to  adapt  accrual  accounting 
to  the  requirements  of  government.  ’The  ultimate  result,  however,  will  be  to 
the  advantage  of  the  Government  and  its  citizens. 

Performance  budgeting,  which  this  program  would  make  possible,  means 
primarily  a  fiscal  program  in  terms  of  jobs  to  be  done  rather  than  in  terms  of 
the  number  of  people  to  be  hired,  so  many  reams  of  paper  to  be  purchased,  or 
tons  of  food  to  be  bought.  It  makes  it  possible  to  relate  the  things  Government 
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does  to  their  overall  cost,  and  thus  an  appraisal  of  their  worthwhileness  in  terms 
of  dollars. 

The  establishment  of  a  comptroller  setup  for  each  department  would  appeal 
to  be  a  step  forward.  Many  departments  now  have  officers,  and  in  some  cases 
designated  “comptrollers”  and  in  others  other  designations.  Development  along 
this  line,  however,  lias  not  been  uniform,  and  establishment  of  a  Staff  Office 
of  Accounting  to  direct  the  Government’s  accounting  activities  and  to  operate 
a  new  system  of  accounts  is  a  commendable  procedure. 

In  view  of  these  important  considerations,  we  hope  that  your  committee  will 
report  favorably  a  bill  to  put  into  effect  these  important  proposals  for  improving 
the  Government’s  fiscal  administration. 

I  would  appreciate  it  if  you  would  make  this  letter  a  part  of  the  record  of 
your  current  hearings. 

Cordially  yours, 


Clarence  R.  Miles. 


American  Institute  of  Accountants, 

New  York,  N.  Y.,  May  3,  1956. 

Hon.  John  L.  McClellan, 

Chairman,  Committee  on  Government  Operations, 

United  States  Senate,  Washington,  I).  C. 

Dear  Senator  McClellan  :  The  executive  committee  of  the  American  Institute 
of  Accountants  has  studied  the  recommendations  of  the  Hoover  Commission  on 
Budget  and  Accounting  as  well  as  the  related  task-force  report.  The  American 
Institute  of  Accountants  is  the  national  organization  of  certified  public  account¬ 
ants.  We  believe  we  are  qualified  to  appraise  these  recommendations  and  have 
a  responsibility  to  make  our  views  known  to  the  Committee  on  Government 
Operations  of  the  Senate. 

It  is  general  knowledge  that  budgeting  and  accounting  in  the  Federal  Govern¬ 
ment  lias  not  reached  the  same  degree  of  effectiveness  as  an  instrument  providing 
essential  information  needed  for  sound  management  as  has  been  attained  in  the 
field  of  business.  The  need  for  adequate  and  dependable  information  is  even 
greater  in  Government  because  of  the  staggering  aggregate  of  Government 
expenditures  and  because  of  the  dependence  of  the  top  executive  officials  and  of 
the  Congress  on  such  data  as  a  basis  for  their  decisions. 

It  is  important  that  budgeting  and  accounting  go  hand  in  hand.  Both  budgets 
and  accounts  should  reflect  actual  performance  in  terms  of  incurred  cost  and 
not  in  terms  of  cash  paid  out.  To  insure  control  in  the  Congress  of  budgetary 
items  with  long  lead  time,  annual  review  and  ratification  of  such  items  by  the 
Congress  should  he  required. 

We  believe  the  Hoover  Commission  recommendations  accomplish  these  ob¬ 
jectives.  If  fully  adopted  and  properly  implemented,  they  would  provide  the 
type  of  budgetary  and  accounting  controls  needed  for  good  management  in 
Government.  Many  of  the  recommendations,  particularly  the  first  IS.  constitute 
an  interrelated  pattern  which  must  be  adopted  ns  a  whole  in  order  to  produce  an 
effective  system.  We  fully  endorse  the  Hoover  Commission  recommendations 
on  budget  and  accounting. 

If  we  can  be  of  assistance  to  your  committee  in  its  consideration  of  this  part 
of  the  Hoover  Commission  report  and  of  S.  3109,  please  feel  at  liberty  to  call 
upon  us. 

Respecl fully  submitted. 

John  H.  Zerley,  Jr.,  President. 
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TO  SIMPLIFY  ACCOUNTING,  FACILITATE  THE  PAY¬ 
MENT  OF  OBLIGATIONS,  AND  FOR  OTHER 
PURPOSES 

(H.  R.  9593,  H.  R.  7658,  and  H.  R.  7688) 


TUESDAY,  MARCH  27,  1956 

House  of  Representatives, 

Executive  and  Legislative 
Reorganization  Subcommittee 
of  the  Committee  on  Government  Operations, 

Washington,  D.  C. 

The  subcommittee  met  at  10  a.  m.,  on  Tuesday,  March  27,  1956, 
Hon.  John  W.  McCormack  presiding. 

Present:  Messrs.  McCormack  (presiding)  and  Jones,  Mrs.  Harden, 
and  Messrs.  Brown  and  Jonas. 

Also  present:  Elmer  W.  Henderson,  subcommittee  counsel. 

Mr.  McCormack.  The  subcommittee  will  be  called  to  order. 

These  hearings  are  being  held  to  obtain  information  for  the  sub¬ 
committee  on  H.  R.  9593,  introduced  by  Chairman  Dawson;  H.  R. 
7658,  introduced  by  Congresswoman  Church;  and  H.  R.  7688,  intro¬ 
duced  by  Congressman  Hiestand.  The  purpose  of  all  three  bills  is  to 
change  the  present  system  of  payment  of  certain  claims  against  the 
Government  where  the  appropriations  therefor  have  lapsed,  and  for 
other  purposes. 

H.  R.  7658  and  H.  R.  7688  are  identical  and  were  designed  to  carry 
out  a  recommendation  of  the  Hoover  Commission. 

H.  R.  9593,  with  certain  amendments  to  be  proposed,  has  been 
approved  by  the  Bureau  of  the  Budget,  the  Comptroller  General,  and 
the  Department  of  the  Treasury. 

I  would  like  the  text  of  H.  R.  9593,  H.  R.  7658,  and  H.  R.  7688  to 
be  placed  in  the  record  at  this  point.  Following  the  bills  I  would  like 
the  reports  from  the  agencies  to  be  placed  in  the  record  also. 

(The  bills  and  reports  follow:) 

[H.  R.  9593,  84th  Cong.,  2d  sess.] 

A  BILL  To  simplify  accounting,  facilitate  the  payment  of  obligations,  and  for  other  purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That,  except  as  otherwise  provided  by  law,  (a)  the 
account  for  each  appropriation  available  for  obligation  for  a  definite  period  of 
time  shall,  upon  the  expiration  of  such  period,  be  closed  as  follows: 

(1)  The  obligated  balance  shall  be  transferred  to  an  appropriation  account  of 
the  activity  responsible  for  the  liquidation  of  the  obligations,  in  which  account 
shall  be  merged  the  amounts  so  transferred  from  all  appropriation  accounts  for 
the  same  general  purposes;  and 

(2)  The  remaining  balance  shall  be  withdrawn  and,  if  the  appropriation  was 
derived  in  whole  or  in  part  from  the  general  fund,  shall  revert  to  such  fund,  but 
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if  the  appropriation  was  derived  solely  from  a  special  or  trust  fund,  shall  revert, 
unless  otherwise  provided  by  law,  to  the  fund  from  which  derived. 

(b)  The  transfers  and  withdrawals  required  by  subsection  (a)  of  this  section 
shall  be  made — 

(1)  not  later  than  September  30  of  the  fiscal  year  immediately  following 
the  fiscal  year  in  which  the  period  of  availability  for  obligation  expires,  in  the 
case  of  an  appropriation  available  both  for  obligation  and  disbursement  on 
or  after  the  date  of  approval  of  this  Act;  or 

(2)  not  later  than  September  30  of  the  fiscal  year  immediately  following 
the  fiscal  year  in  which  this  Act  is  approved,  in  the  case  of  an  appropriation 
which,  on  the  date  of  approval  of  this  Act,  is  available  only  for  disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance  of  an  appropriation 
account  shall  be  the  amount  of  unliquidated  obligations  applicable  to  such  appro¬ 
priation  less  the  amount  collectible  as  repayments  to  the  appropriation  as  of  the 
close  of  the  fiscal  year  as  reported  pursuant  to  section  1311  (b)  of  the  Supplemental 
Appropriation  Act,  1955  (68  Stat.  830;  31  U.  S.  C.  200  (b)).  Collections  author¬ 
ized  to  be  credited  to  an  appropriation  but  not  received  until  after  the  close  of  the 
fiscal  year  in  which  such  appropriation  expires  for  obligation  shall,  unless  otherwise 
authorized  by  law,  be  credited  to  the  appropriation  account  into  which  the 
obligated  balance  has  been  or  will  be  transferred,  pursuant  to  subsection  (a)  (1), 
except  that  collections  made  by  the  General  Accounting  Office  for  other  Govern¬ 
ment  agencies  may  be  deposited  into  the  Treasury  as  miscellaneous  receipts. 

(d)  The  transfers  and  withdrawals  required  pursuant  to  subsection  (a)  of  this 
section  shall  be  accounted  for  an  reported  as  of  the  fiscal  year  in  which  the  appro¬ 
priations  concerned  expire  for  obligation,  except  that  such  transfers  of  appropria¬ 
tions  described  in  subsection  (b)  (2)  of  this  section  shall  be  accounted  for  and 
reported  as  of  the  fiscal  year  in  which  this  Act  is  approved. 

Sec.  2.  Each  appropriation  account  established  pursuant  to  this  Act  shall  be 
accounted  for  as  one  fund  and  shall  be  available  without  fiscal  year  limitation  for 
payment  of  obligations  chargeable  against  any  of  the  appropriations  from  which 
such  account  was  derived.  Subject  to  regulations  to  be  prescribed  by  the  Comp¬ 
troller  General  of  the  United  States,  payment  of  such  obligations  may  be  made 
without  prior  action  by  the  General  Accounting  Office,  but  nothing  contained  in 
this  Act  shall  be  construed  to  relieve  the  Comptroller  General  of  the  United  States 
of  his  duty  to  render  decisions  upon  requests  made  pursuant  to  law  or  to  abridge 
the  existing  authority  of  the  General  Accounting  Office  to  settle  and  adjust  claims, 
demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  established  pursuant  to  this  Act  shall  be 
reviewed  periodically,  but  at  least  once  each  fiscal  year,  by  each  activity  respon¬ 
sible  for  the  liquidation  of  the  obligations  chargeable  to  such  accounts.  If  the 
undisbursed  balance  in  any  account  exceeds  the  obligated  balance  pertaining 
thereto,  the  amount  of  the  excess  shall  be  withdrawn  in  the  manner  provided  by 
section  1  (a)  (2)  of  this  Act;  but  if  the  obligated  balance  exceeds  the  undisbursed 
balance,  the  amount  of  the  excess  shall  be  transferred  to  such  account  from  the 
appropriation  currently  available  for  the  same  general  purposes.  A  review  shall 
be  made  as  of  the  close  of  each  fiscal  year  and  the  transfers  or  withdrawals  re¬ 
quired  by  this  section  accomplished  not  later  than  September  30  of  the  following 
fiscal  year,  but  the  transactions  shall  be  accounted  for  and  reported  as  of  the  close 
of  the  fiscal  year  to  which  such  review  pertains.  A  review  made  as  of  any  other 
date  for  which  transfers  or  withdrawals  are  accomplished  after  September  30  in 
any  fiscal  year  shall  be  accounted  for  and  reported  as  transactions  of  the  fiscal 
year  in  which  accomplished. 

(b)  Whenever  a  payment  chargeable  to  an  appropriation  account  established 
pursuant  to  this  Act  would  exceed  the  undisbursed  balance  of  such  account,  the 
amount  of  the  deficiency  may  be  transferred  to  such  account  from  the  appropria¬ 
tion  currently  available  for  the  same  general  purposes.  Where  such  deficiency 
is  caused  by  the  failure  to  collect  repayments  to  appropriations  merged  with  the 
appropriation  account  established  pursuant  to  this  Act,  the  amount  of  the  defi¬ 
ciency  may  be  returned  to  such  current  appropriation  if  the  repayments  are 
subsequently  collected  during  the  same  fiscal  year. 

(c)  In  connection  with  his  audit  responsibilities,  the  Comptroller  General  of 
the  United  States  shall  report  to  the  head  of  the  agency  concerned,  to  the  Secretary 
of  the  Treasury,  and  to  the  Director  of  the  Bureau  of  the  Budget,  respecting  opera¬ 
tions  under  this  Act,  including  an  appraisal  of  the  unliquidated  obligations  under 
the  appropriation  accounts  established  by  this  Act.  Within  thirty  days  after 
receipt  of  such  report,  the  agency  concerned  shall  accomplish  any  actions  required 
by  subsection  (a)  of  this  section  which  such  report  shows  to  be  necessary. 
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Sec.  4.  During  the  fiscal  year  following  the  fiscal  year  in  which  this  Act  becomes 
effective,  and  under  rules  and  regulations  to  be  prescribed  by  the  Comptroller 
General  of  the  United  States,  the  undisbursed  balance  of  the  appropriation  ac¬ 
count  for  payment  of  certified  claims  established  pursuant  to  section  2  of  the  Act 
of  July  6,  1949  (63  Stat.  407;  31  U.  S.  C.  712b),  shall  be  closed  in  the  manner  pro¬ 
vided  in  section  1  (a)  of  this  Act. 

Sec.  5.  The  obligated  balances  of  appropriations  made  available  for  obligation 
for  definite  periods  of  time  under  discontinued  appropriation  heads  may  be 
merged  in  the  appropriation  accounts  provided  for  by  section  1  hereof,  or  in  one 
or  more  other  accounts  to  be  established  pursuant  to  this  Act  for  discontinued 
appropriations  of  the  activity  currently  responsible  for  the  liquidation  of  the 
obligations. 

Sec.  6.  The  unobligated  balances  of  appropriations  which  are  not  limited  to  a 
definite  period  of  time  shall  be  withdrawn  in  the  manner  provided  in 
section  1  (a)  (2)  of  this  Act  whenever  the  head  of  the  agency  concerned  shall 
determine  that  the  purpose  for  which  the  appropriation  was  made  has 
been  fulfilled  or  will  not  be  undertaken  or  continued;  or,  in  any  event, 
whenever  disbursements  have  not  been  made  against  the  appropriation  for  two 
full  consecutive  fiscal  years:  Provided ,  That  amounts  of  appropriations  not  limited 
do  a  definite  period  of  time  wdiich  are  withdrawm  pursuant  to  this  section  or  were 
pieretofore  withdrawn  from  the  appropriation  account  by  administrative  action 
may  be  restored  to  the  applicable  appropriation  account  for  the  payment  of 
obligations  and  for  the  settlement  of  accounts. 

Sec.  7.  The  following  provisions  of  law  are  hereby  repealed: 

(a)  The  proviso  under  the  heading  “payment  of  certified  claims”  in  the 
Act  of  April  25,  1945  (59  Stat.  90;  31  U.  S.  C.  690); 

(b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat.  407;  31  U.  S.  C.  712b),  but 
the  repeal  of  this  section  shall  not  be  effective  until  June  30,  1957 ; 

(c)  The  paragraph  under  the  heading  “payment  of  certified  claims”  in  the 
Act  of  June  30,  1949  (63  Stat.  358;  31  U.  S.  C.  712c); 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat.  418;  31  U.  S.  C.  713a);  and 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended  (31  U.  S.  C.  715). 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the  appropriations  for  the 
District  of  Columbia. 


[H.  R.  7658,  84th  Cong.,  1st  sess.] 

A  BILL  Relating  to  the  payment  of  certain  claims  against  the  Government  where  the  appropriations 

therefor  have  lapsed 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That,  notwithstanding  the  provisions  of  section 
305  of  the  Budget  and  Accounting  Act  of  1921,  hereafter  whenever  any  executive 
department  or  agency  is  requested  to  make  payment  of  a  claim  against  it  with 
respect  to  which  the  appropriation  therefor  has  lapsed,  if  a  valid  voucher  has 
(been  issued  by  an  accounting  officer  of  such  department  or  agency  in  the  regular 
and  ordinary  course  of  business,  the  payment  of  such  claim  shall  be  made  by 
such  department  or  agency  in  the  same  manner  as  in  the  case  of  a  claim  as  to 
which  there  is  an  available  appropriation  in  lieu  of  its  being  submitted  to  the 
General  Accounting  Office,  recorded  on  its  records,  and  subsequently  referred  to 
the  Treasury  Department  for  payment  out  of  the  “payment  of  certified  claims” 
account:  Provided,  That  the  settlement  of  all  such  claims  shall  be  subject  to 
review  and  audit  by  the  General  Accounting  Office,  and  each  such  executive  de¬ 
partment  and  agency  shall  retain  so  much  of  the  unexpended  balances  of  each 
appropriation  which  has  lapsed  as  it  determines  to  be  necessary  to  provide  for 
the  payment  of  all  claims  which  would  normally  be  payable  out  of  such  appropri¬ 
ation. 


[H.  R.  7688,  84th  Cong.,  1st  sess.] 

A  BILL  Relating  to  the  payment  of  certain  claims  against  the  Government  where  the  appropriations 

therefor  have  lapsed 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Congress  assembled,  That,  notwithstanding  the  provisions  of  section  305 
of  the  Budget  and  Accounting  Act  of  1921,  hereafter  whenever  any  executive 
department  or  agency  is  requested  to  make  payment  of  a  claim  against  it  with 
respect  to  which  the  appropriation  therefor  has  lapsed,  if  a  valid  voucher  has  been 
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issued  by  an  accounting  officer  of  such  department  or  agency  in  the  regular  and 
ordinary  course  of  business,  the  payment  of  such  claim  shall  be  made  by  such 
department  or  agency  in  the  same  manner  as  in  the  case  of  a  claim  as  to  which 
there  is  an  available  appropriation  in  lieu  of  its  being  submitted  to  the  General 
Accounting  Office,  recorded  on  its  records,  and  subsequently  referred  to  the 
Treasury  Department  for  payment  out  of  the  “payment  of  certified  claims” 
account:  Provided,  That  the  settlement  of  all  such  claims  shall  be  subject  to 
review  and  audit  by  the  General  Accounting  Office,  and  each  such  executive 
department  and  agency  shall  retain  so  much  of  the  unexpended  balances  of  each 
appropriation  which  has  lapsed  as  it  determines  to  be  necessary  to  provide  for  the 
payment  of  all  claims  which  would  normally  be  payable  out  of  such  appropriation. 


Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington,  D.  C.,  August  29,  1955. 

Hon.  William  L.  Dawson, 

Chairman,  Committee  on  Government  Operations , 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Chairman:  This  will  acknowledge  your  letters  of  August  1,  1955,  ^ 
inviting  the  Bureau  of  the  Budget  to  comment  on  H.  R.  7658  and  H.  R.  7688,  bills™ 
“Relating  to  the  payment  of  certain  claims  against  the  Government  where  the 
appropriations  therefor  have  lapsed.” 

These  bills  have  as  their  oojective  the  simplification  of  procedures  for  the 
payment  of  claims  chargeable  to  lapsed  appropriations.  This  office  is  in  accord 
with  this  objective  and  is  now  working  with  the  General  Accounting  Office  and 
the  Treasury  Department  to  determine  what  additional  language  may  be  needed 
to  insure  proper  handling  of  the  accounting  and  other  technical  details.  Our 
suggestions  on  this  will  be  forwarded  to  you  shortly. 

Sincerely  yours, 

Percy  Rappaport,  Acting  Director. 


Comptroller  General  of  the  United  States, 

Washington,  March  8,  1956. 

B-52215,  B-65311,  B-l  18094. 

Hon.  William  L.  Dawson, 

Chairman,  Committee  on  Government  Operations, 

House  of  Representatives. 

Dear  Mr.  Chairman:  Your  letter  of  March  1,  195o,  acknowledged  March  2, 
requests  a  report  on  H.  R.  9593,  84th  Congress. 

The  problems  involved  in  the  liquidation  of  prior-year  obligations  have  been 
of  considerable  concern  to  us  for  some  time.  The  Surplus  Fund-Certified  Claims 
Act  of  July  6,  1949,  31  U.  S.  C.  712  (b),  represented  a  substantial  step  forward  in 
procedures  for  the  payment  of  stale  obligations.  By  making  lapsed  appropria¬ 
tions  available  on  a  continuing  basis  for  the  payment  of  outstanding  obligations, 
it  eliminated  the  formerly  existing  necessity  for  budgetary  review  and  congressional 
approval  to  restore  funds  which  already  had  been  appropriated  so  that  they  could 
be  used  for  payment  of  legal  liabilities.  It  speeded  up  payment  of  creditors, 
thereby  promoting  improved  relations  with  the  public,  and  it  effected  substantial 
economies  by  reducing  correspondence  concerning  pending  claims.  However, 
this  legislation  also  has  certain  deficiencies.  These  include  the  necessity  for  the 
maintenance  in  the  General  Accounting  Office  of  detailed  ledgers  of  account  for 
the  lapsed  appropriations  transferred  to  the  “Payment  of  Certified  Claims” 
account  and  the  substantial  utilization  of  the  services  of  our  professional  claims 
adjudicators  and  supporting  personnel  in  the  processing  of  transactions  under 
that  account.  Also,  since  the  “Payment  of  Certified  Claims”  account  is  classified 
as  a  Treasury  Department  appropriation  account,  all  liquidations  of  outstanding 
obligations  against  lapsed  appropriations  are  recorded  on  the  books  of  the  Gov¬ 
ernment  as  expenditures  of  that  Department,  rather  than  as  expenditures  of  the 
agencies  benefiting  therefrom.  This  accounting  treatment  overstates  expendi¬ 
tures  of  the  Treasury  Department  and  correspondingly  understates  expenditures 
of  the  agencies  which  incurred  the  obligations. 

In  addition,  developments  under  the  Joint  Accounting  Program,  as  authorized 
by  the  Budget  and  Accounting  Procedures  Act  of  1950,  have  materially  changed 
earlier  concepts  as  to  the  responsibilities  of  the  several  agencies  of  the  Government, 
including  those  of  the  General  Accounting  Office.  Prime  responsibility  for  estab- 
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lishing  and  maintaining  adequate  systems  of  accounting  and  internal  control 
have  been  vested  in  the  agencies,  in  accordance  with  broad  principles,  standards, 
and  related  requirements  prescribed  by  us,  and  with  the  further  responsibility 
vested  in  us  to  audit  financial  transactions  of  the  agencies.  Improvements  in 
agency  accounting  following  recognition  of  these  new  concepts  have  substantially 
eliminated  the  need  for  advance  approval  by  the  General  Accounting  Office 
of  many  types  of  payments,  and  as  a  result  of  decentralization  of  agency  account¬ 
ing,  centralized  payment  procedures  such  as  those  contemplated  by  the  “Certified 
Claims”  Act  have  become  cumbersome  and  unnecessary.  Experience  has  con¬ 
clusively  established  the  obligations  liquidated  from  the  “Payment  of  Certified 
Claims”  account  largely  represent  routine  transactions. 

We  thus  believe  that  the  liquidation  of  prior-year  obligations  can  be  handled 
under  regular  disbursement  and  postaudit  procedures  with  substantial  decreases 
in  cost  and  with  no  sacrifice  of  appropriate  safeguards,  as  proposed  by  II.  R.  9593. 
This  proposed  legislation  also  would  remedy  the  deficiencies  under  existing  law 
by  eliminating  the  necessity  for  the  maintenance  in  the  General  Accounting  Office 
of  numerous  detailed  ledgers  of  account  for  all  prior-year  lapsed  appropriations 
and  by  permitting  substantially  all  liquidation  of  outstanding  obligations  to  be 
recorded  on  the  books  of  the  Government  as  expenditures  of  the  agencies  which 
incurred  the  obligations  and  benefited  therefrom. 

This  proposed  legislation  substantially  would  carry  out  recommendations  Nos. 
17  and  18  of  the  Report  to  the  Congress  on  Budget  and  Accounting  of  the  Hoover 
Commission.  These  recommendations  were  to  the  effect  that  all  prior-year 
obligations  under  the  same  appropriation  or  fund  be  merged  with  the  current 
appropriation,  thereby  having  only  one  account  under  each  appropriation  or  fund. 
We  agree  with  this  concept  as  to  appropriations  made  on  an  annual  accrued 
expenditure  basis  in  accordance  with  recommendation  No.  7  of  the  Hoover  Com¬ 
mission.  However,  as  long  as  appropriations  continue  to  be  stated  on  an  obliga¬ 
tion  basis,  we  strongly  recommend  that  prior  year  obligated  balances  be  merged 
into  one  consolidated  account  as  proposed  by  H.  R.  9593  and  not  commingled 
with  current  appropriations.  There  thus  would  be  no  opportunity  to  use  amounts 
not  needed  to  liquidate  prior-year  obligations  for  current  expenses. 

Particular  attention  is  invited  to  sections  1  (c)  and  6  of  the  bill.  Under  existing 
law  (31  U.  S.  C.  690),  all  collections  which  would  otherwise  be  creditable  as  appro¬ 
priation  repayments  must  be  deposited  into  the  Treasury  as  miscellaneous  receipts 
in  the  event  they  are  not  received  until  the  applicable  appropriation  has  lapsed. 
The  effect  of  section  1  (c),  together  with  the  repeal  of  31  U.  S.  C.  690,  as  proposed 
by  section  7  (a)  of  the  proposal,  is  to  remove  this  requirement,  it  being  our  feeling, 
which  also  is  shared  by  the  Bureau  of  the  Budget  and  the  Treasury  Department, 
that  such  recordation  of  collections — many  of  which  represent  nothing  more  than 
interagency  reimbursements — has  the  undesirable  effect  of  overstating  Govern¬ 
ment  income  and  disbursements.  In  the  debt-collection  activities  of  the  General 
Accounting  Office,  however,  owing  to  such  factors  as  the  expense  involved  in 
identifying  applicable  appropriations,  it  is  impracticable  in  many  cases  for  us  to 
apply  all  collections  as  appropriations  repayments.  In  such  circumstances,  we 
consider  it  desirable  that  we  be  given  the  option  of  depositing  collections  as 
miscellaneous  receipts  as  proposed  by  section  1  (c). 

As  to  section  6,  it  has  been  our  experience  that  agencies  rarely,  if  ever,  initiate 
action  to  close  out  no-year  appropriations  with  the  result  that  such  accounts — 
often  with  trifling  balances — remain  open  on  the  Government’s  books  long  after 
the  projects  for  which  they  were  provided  have  been  completed.  Under  section 
3691,  Revised  Statutes,  as  amended  (31  U.  S.  C.  715),  which  the  draft  proposes  to 
repeal,  the  Secretary  of  the  Treasury  has  the  authority  to  include  balances  in 
such  accounts  on  surplus  warrants  without  agency  approval,  but  the  archaic 
requirements  of  such  section  of  the  Revised  Statutes  for  certifications  by  this 
Office  that  the  balances  are  not  needed  for  the  payment  of  obligations  and  the 
settlement  of  accounts  have  acted  as  deterrents  to  the  effective  implementation 
of  the  provision.  Section  6  will  permit  the  orderly  accomplishment  of  the  pur¬ 
poses  contemplated  by  the  outmoded  and  ineffectual  section  3691  and  is  believed 
desirable. 

We  believe  that  the  proposed  legislation  is  sound  in  principle  and  will  materially 
advance  the  cause  of  accounting  improvement  in  the  Government.  We,  therefore, 
strongly  urge  that  favorable  consideration  be  given  to  this  proposal. 

A  more  detailed  history  of  this  proposal  is  contained  in  our  letter  of  December 
20,  1955,  B-52215,  B-65311,  B-118094,  to  you. 

Sincerely  yours, 

Joseph  Campbell, 

Comptroller  General  of  the  United  States. 

76457—56 - 2 
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Department  of  the  Navy, 

Office  of  the  Judge  Advocate  General, 

Washington,  D.  C.,  March  8,  1956. 

Hon.  William  L.  Dawson, 

Chairman,  Committee  on  Government  Operations, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Chairman:  Your  request  for  comment  on  H.  R.  7658  and  H.  R. 
7688,  identical  bills  relating  to  the  payment  of  certain  claims  against  the 
Government  where  the  appropriations  therefor  have  lapsed,  has  been  assigned 
to  this  Department  by  the  Secretary  of  Defense  for  the  preparation  of  a  report 
thereon  expressing  the  views  of  the  Department  of  Defense. 

The  purpose  of  these  bills  is  to  allow  the  executive  agencies  to  make  payment 
of  claims,  where  the  appropriation  therefor  has  lapsed,  without  the  necessity  of 
forwarding  the  claim  to  the  General  Accounting  Office  for  certification  and  further 
forwarding  to  the  Treasury  Department  for  payment  out  of  the  “Payment  of 
certified  claims”  account. 

Pursuant  to  the  act  of  July  6,  1949  (ch.  299,  63  Stat.  407;  31  U.  S.  C.  712b) 
except  where  specifically  provided  otherwise,  all  appropriations  that  have  remained 
upon  the  books  of  the  Government  for  2  years,  shall,  on  July  1  in  each  year,  lapse. 
The  moneys  so  lapsed  are  transferred  by  the  Secretary  of  the  Treasury  to  an 
account  known  as  “Payment  of  certified  claims.”  Claims  presented  for  payment! 
where  the  appropriation  has  lapsed  are  forwarded  to  the  General  Accounting  Office' 
for  certification  and  are  thereafter  forwarded  to  the  Treasury  Department  for 
payment  from  the  account  “Payment  of  certified  claims.” 

The  Department  of  the  Navy,  on  behalf  of  the  Department  of  Defense  is  in 
accord  with  the  purpose  of  H.  R.  7658  and  H.  R.  7688,  but  it  should  be  noted  that 
the  Bureau  of  the  Budget,  the  General  Accounting  Office,  and  the  Treasury 
Department  are  currently  engaged  in  preparing  a  draft  of  proposed  legislation 
concerning  this  subject. 

In  view  of  the  foregoing,  the  Department  of  the  Navy,  on  behalf  of  the  Depart¬ 
ment  of  Defense,  requests  that  action  on  H.  R.  7658  and  H.  R.  7688  be  held  in 
abeyance  pending  the  submission  of  the  draft  of  legislation  by  the  Bureau  of  the 
Budget. 

This  report  has  been  coordinated  within  the  Department  of  Defense  in  accord¬ 
ance  with  procedures  prescribed  by  the  Secretary  of  Defense. 

The  Department  of  the  Navy  has  been  advised  by  the  Bureau  of  the  Budget 
that  there  is  no  objection  to  the  submission  of  this  report  on  H.  R.  7658  and 
H.  R.  7688  to  the  Congress. 

Sincerely  yours, 

W.  R.  Sheeley, 

Rear  Admiral,  USN, 

Acting  Judge  Advocate  General  of  the  Navy 

(For  the  Secretary  of  the  Navy). 


Executive  Office  of  the  President, 

Bureau  of  the  Budget, 
Washington,  D.  C.,  March  16,  1956. 

Hon.  William  L.  Dawson, 

Chairman,  Committee  on  Government  Operations, 

House  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Chairman:  This  is  in  response  to  your  letters  of  March  1  and 
March  13,  1956,  requesting  the  views  of  the  Bureau  of  the  Budget  on  H.  R.  9593, 
a  bill  “To  simplify  accounting,  facilitate  the  payment  of  obligations,  and  for 
other  purposes.” 

This  bill  would  substantially  carry  out  the  objectives  of  Recommendation  Nos. 
17  and  18  of  the  Commission  on  Organization  of  the  Executive  Branch  of  the 
Government  in  its  report  on  budget  and  accounting. 

We  heartily  endorse  the  objectives  of  the  bill  which  would  bring  about  improve¬ 
ments  and  simplifications  in  accounting  and  in  the  procedure  for  the  payment  of 
obligations  against  expired  appropriations.  More  specifically,  some  of  the  major 
benefits  which  would  result  from  the  bill  are  as  follows: 

1.  At  the  present  time  accounts  payable  relating  to  obligations  incurred  under 
appropriations  which  expired  for  obligation  purposes  more  than  2  years  earlier 
are  examined  both  by  the  agency  concerned  and  by  the  General  Accounting  Office 
before  payment  is  made.  The  bill  would  authorize  the  Comptroller  General  to 
prescribe  by  regulations  the  conditions  under  which  such  payments  may  be  made 
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without  prior  review  by  the  General  Accounting  Office.  This  would  bring  about 
savings  by  eliminating  the  duplicate  review.  Also  payments  could  be  made  more 
promptly. 

2.  The  entire  balance  of  each  appropriation  (both  the  obligated  and  the  unobli¬ 
gated  portion)  is  now  carried  in  the  accounts  of  the  agencies  for  2  years  after  the 
appropriation  expires  for  obligation  purposes.  Under  the  bill  the  unobligated 
balances  remaining  at  the  close  of  each  fiscal  year  would  be  withdrawn  from  ex¬ 
pired  appropriations  within  3  months  thereafter,  thus  reducing  the  carryover  of 
unexpended  balances. 

3.  Individual  appropriation  accounts  are  now  kept  by  the  agencies  on  a  formal 
basis  for  2  years  after  the  appropriations  expire  for  obligation  purposes  and  there¬ 
after  for  at  least  8  more  years  on  a  memorandum  basis.  In  addition,  after  2  years, 
the  General  Accounting  Office  maintains  the  individual  appropriation  accounts  in 
order  to  see  that  there  are  available  appropriation  balances  before  claims  are 
certified  for  payment.  This  bill  would  bring  about  a  large  redaction  in  the  num¬ 
ber  of  accounts  to  be  maintained  both  by  the  agencies  and  by  the  General  Account¬ 
ing  Office.  Under  its  provisions  the  obligated  balances  of  expired  accounts  for 
prior  years  for  the  same  general  purposes  would  be  merged  so  that  usually  each 
current  year  appropriation  account  would  have  a  counterpart  for  prior  year  items. 
For  the  General  Accounting  Office  alone,  it  is  estimated  that  about  35,000  accounts 
could  be  eliminated. 

4.  Under  present  practices  payments  made  from  appropriations  wdiich  have 
expired  for  obligation  purposes  for  more  than  2  years  are  charged  as  expenditures 
to  the  Certified  Claims  Account  maintained  by  the  Treasury  Department.  The 
result  is  that  such  expenditures  are  reported  as  expenditures  of  the  Treasury 
Department  although  the  benefits  were  received  by  other  agencies.  Thus  several 
hundred  millions  of  dollars  are  budgeted  and  reported  as  a  cost  of  the  function  of 
general  government  when  actually  a  large  part  of  this  amount  is  for  major  national 
security  and  other  functions.  The  bill  would  correct  this  situation.  Expendi¬ 
tures  would  be  recorded  and  reported  by  the  individual  agencies  and  for  the  func¬ 
tions  w'hich  received  the  benefits. 

5.  The  bill  provides  that  the  Comptroller  General  shall,  in  connection  with 
his  audit  responsibilities,  make  an  appraisal  of  the  unliquidated  obligations. 
This  emphasizes  the  importance  of  the  independent  review  by  the  Comptroller 
General  in  order  to  verify  the  accuracy  of  the  accounts. 

In  the  interests  of  clarifying  and  otherwise  improving  the  bill,  we  would  suggest 
consideration  of  the  following  amendments: 

1.  Delete  the  words  “except  as  otherwise  provided  by  law  on  page  1,  line  3, 
and  in  lieu  thereof  add  the  following  new  paragraph  to  the  repeals  on  page  7, 
section  7: 

“(f)  Any  provisions  (except  those  contained  in  appropriation  acts  for  the  fiscal 
years  1956  and  1957)  permitting  an  appropriation  to  remain  available  for  expendi¬ 
ture  for  any  period  beyond  that  for  which  it  is  available  for  obligation,  but  this 
subsection  shall  not  be  effective  until  June  30,  1957.” 

At  the  present  time  there  are  some  cases  where  existing  provisions  of  sub¬ 
stantive  law  continue  the  availability  of  appropriations  for  expenditure  purposes 
for  periods  longer  than  the  normal  2-year  period  after  the  period  for  which  the 
appropriations  are  made.  It  is  desirable,  therefore,  to  bring  such  appropriations 
under  the  provisions  of  this  bill  in  order  to  provide  the  authority  to  make  pay¬ 
ments  subsequently.  An  example  is  the  provision  for  certain  research  appropria¬ 
tions  in  the  Agricultural  Marketing  Act  of  1946.  The  language,  wiiich  we  suggest 
for  deletion  above,  would  exempt  such  cases  from  the  provisions  of  the  bill 
whereas  the  substitute  would  embrace  such  cases  within  the  terms  of  the  bill  by 
repealing  the  special  provisions  providing  extended  availability  for  expenditure. 
Like  the  provision  repealing  the  general  authorization  for  extended  availability 
for  expenditure  (subsec.  (b)  of  sec.  7),  the  suggested  language  w'ould  not  be 
effective  until  June  30,  1957.  However,  the  suggested  language  would  not  repeal 
provisions  for  extended  expenditure  availability  contained  in  1956  or  1957  appro¬ 
priation  acts,  but  would  leave  the  matter  of  extended  expenditure  availability 
for  those  appropriations  to  be  considered  individually  in  acting  on  1958  budget 
estimates  and  appropriation  acts. 

2.  Delete  the  word  “activity”  on  page  1,  line  8,  and  substitute  “agency  or 
subdivision  thereof.”  We  believe  the  substitute  would  clarify  the  meaning. 

3.  On  page  2,  lines  23  and  24,  delete  the  words  “as  of  the  close  of  the  fiscal 
year”  and  insert  the  same  words  after  the  word  “account”  on  page  2,  line  21. 
This  change  would  clarify  the  point  that  the  reviews  of  the  accounting  records 
required  by  section  1311  and  the  related  reports  pertain  only  to  the  obligated 
balance  as  of  the  close  of  the  fiscal  year. 
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4.  Delete  the  words  “required  pursuant  to  subsection  (a)”  on  page  3,  lines  11 
and  12,  and  substitute  “made  pursuant  to  subsections  (a)  and  (b).”  This  would 
make  it  clear  that  September  30  is  intended  as  the  final  closing  date  for  action  to 
be  taken  under  section  1  (d) . 

5.  Delete  the  words  “activity  responsible  for  the  liquidation  of  the  obligations 
chargeable  to  such  accounts”  on  page  4,  lines  8  and  9,  and  substitute  “agency 
concerned.”  We  believe  “agency”  would  be  more  meaningful  that  “activity” 
and  that  the  remainder  of  the  clause  is  not  necessary. 

6.  Delete  the  word  “activity”  on  page  6,  line  10,  and  substitute  “agency  or 
subdivision  thereof”  for  the  reason  noted  in  2  above. 

7.  Delete  the  words  “or  will  not  be  undertaken  or  continued”  on  page  6,  line 
17.  These  words  might  carry  the  implication  that  the  heads  of  the  agency 
concerned  could  determine  whether  or  not  to  carry  out  work  specifically  authorized 
by  the  Congress. 

8.  On  page  7,  add  the  following  new  section: 

“Sec.  9.  The  inclusion  in  appropriation  acts  of  provisions  excepting  any  appro¬ 
priation  or  appropriations  from  the  operation  of  the  provisions  of  this  act  and 
fixing  the  period  for  which  such  appropriation  or  appropriations  shall  remain 
available  for  expenditure  is  hereby  authorized.” 

This  new  section  provides  that  the  Congress  may  consider  each  year  the 
desirability  of  exempting  any  appropriation  or  appropriations  from  the  provisions 
of  this  bill  and  so  provide  in  appropriation  acts  without  such  provisions  being 
subject  to  a  point  of  order. 

The  amendments  suggested  above  have  been  discussed  with  staff  of  the  Treasury 
Department  and  the  General  Accounting  Office,  who  concur  therein.  With  these 
amendments,  we  strongly  recommend  the  enactment  of  H.  R.  9593  which  would 
improve  fiscal  operations  and  bring  about  economies. 

Sincerely  yours, 


Percival  Brundage, 

Acting  Director. 


Mr.  McCormack.  At  this  point  I  would  like  to  introduce  into  the 
record  a  letter  from  Congresswoman  Marguerite  Stitt  Church,  the 
author  of  H.  R.  7658. 

(The  letter  follows:) 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.  C.,  March  23,  1956. 

Hon.  William  L.  Dawson, 

Chairman,  Executive  and  Legislative  Reorganization  Subcommittee, 

Committee  on  Government  Operations, 

House  Office  Building,  Washington,  D.  C. 

Dear  Mr.  Dawson:  I  very  much  appreciate  your  invitation  to  testify  on 
H.  It.  7658. 

It  is  my  understanding  that  with  the  introduction  of  H.  R.  7658,  the  spark  was 
provided  to  the  General  Accounting  Office  and  the  executive  agencies  to  prepare 
the  draft  of  H.  R.  9593.  Since  this  was  prepared  in  the  General  Accounting 
Office,  it  appears  to  me  to  be  legislation  which  would  accomplish  more  thoroughly 
and  more  effectively  the  objectives  of  my  own  bill,  H.  R.  7658. 

I  would,  therefore,  like  to  give  my  full  backing  to  your  bill,  H.  R.  9593,  as  a 
replacement  for  H.  R.  7658,  if  there  is  a  possibility  that  this  more  extensive  legis¬ 
lation  can  be  reported  out  favorably.  I  would,  of  course,  like  to  add  that  if 
H.  R.  9593  does  prove  too  extensive  to  meet  the  approval  of  the  Committee  on 
Government  Operations  and  presumably,  therefore,  the  Congress,  I  would  be  very 
happy  to  have  consideration  of  the  less  inclusive  bill,  II.  R.  7658. 

In  addition,  may  I  thank  you  for  introducing  H.  R.  9593,  which  certainly,  in 
my  thought,  would  go  a  long  way  in  correcting  the  abuses  and  inadequacies  of 
administration  witnessed  in  present  Government  accounting  methods. 

With  best  wishes  always,  I  am 
Sincerely  yours, 


Marguerite  Stitt  Church. 
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Office  of  the  Assistant  Secretary  of  Defense, 

Legislative  and  Public  Affairs, 

Washingto?i,  D.  C.,  March  26,  1966. 

Hon.  William  L.  Dawson, 

Chairman,  Committee  on  Government  Operations, 

House  of  Representatives. 

Dear  Mr.  Chairman:  You  have  requested  the  views  of  the  Department  of 
Defense  with  respect  to  H.  R.  9593,  a  bill  to  simplify  accounting,  facilitate  the 
payment  of  obligations,  and  for  other  purposes. 

This  bill  was  apparently  intended  to  implement  2  of  the  Hoover  Commission 
recommendations  No.  17  and  No.  18. 

Recommendation  No.  18,  which  would  provide  for  the  agencies  having  juris¬ 
diction  over  the  funds  to  settle  all  claims  arising  under  appropriations  after  they 
have  expired  for  obligation  rather  than  to  have  such  claims  settled  upon  cer¬ 
tificates  of  the  General  Accounting  Office  is  concurred  in  by  the  Department  of 
Defense  completely.  It  is  our  belief  that  no  useful  purpose  has  been  served  in 
having  agencies  receive  claims,  develop  them,  determine  the  amounts  due  and 
submit  them  to  the  Comptroller  Geneal  for  a  practically  pro  forma  consideration 
and  then  have  them  returned  to  the  agency  and  paid  by  the  agency’s  disbursing 
officers.  Therefore,  we  believe  that  this  recommendation  will  obviate  currently 
unnecessary  operation  in  the  settlement  of  claims  from  the  certified  claims  account. 

With  respect  to  the  other  aspect  of  H.  R.  9593,  which  is  apparently  an  attempt 
to  implement  recommendation  No.  17,  that  all  obligations  be  liquidated  from  a 
single  account,  we  should  like  to  point  out  that  the  bill  moves  only  part  of  the 
distance  in  the  direction  of  this  worthwhile  objective. 

You  will  note  that  the  bill  provides  for  transfer  on  September  30  of  each  year 
of  only  those  amounts  certified  as  having  been  obligated  under  section  1311  of 
the  Supplemental  Appropriation  Act  as  of  June  30.  This  latter  section  was 
a  recent  enactment  into  law  of  statutory  definition  of  obligations  which  the 
Department  of  Defense  believes  was  a  long  overdue  measure  necessary  to 
correct  the  erroneous  as  well  as  unsound  practices  with  respect  to  recording 
and  reporting  obligations  that  had  been  going  on  in  the  executive  departments 
for  decades.  The  Department  considers  this  section  as  a  landmark  in  progress 
toward  a  uniform  basis  for  accounting  and  reporting  for  appropriated  funds. 
After  some  initial  delay  in  preparing  and  securing  the  approval  of  the  accounting 
officers  for  our  regulations  under  this  statute,  we  are  now  in  the  process  of  applying 
it  worldwide  to  all  activities  of  the  Department  of  Defense.  As  I  am  sure  you 
will  understand,  corrective  measures  of  this  scope  when  applied  to  the  complexities 
of  accounting  for  and  reporting  on  the  obligations  and  expenditures  of  in  excess 
of  $30  billion  cannot  succeed  overnight.  We  have  been  working  diligently  since 
the  enactment  of  the  statute  and  believe  that  within  the  next  year  or  two  the 
educative  process  and  our  job  in  this  area  will  be  completed.  Our  problem  in 
carrying  out  the  provisions  proposed  by  H.  R.  9593  arises  from  the  fact  that  there 
are  very  large  adjustments  of  unliquidated  obligations  in  the  Department  of 
Defense  after  the  end  of  the  fiscal  year.  For  instance,  adjustments  which  may 
arise  from  the  maturing  of  contingent  liabilities  arising  out  of  all  types  of  con¬ 
tracts  including  variation  in  quantity  clauses  price  redetermination  and  escala¬ 
tion  clauses  as  well  as  in  the  incentive  and  cost-reimbursement-type  contracts. 
In  addition,  other  significant  factors  require  adjustments  in  our  obligations  which 
are  often  based  on  the  best  estimates  available,  in  accordance  with  regulations 
issued  under  section  1311  approved  by  the  General  Accounting  Office. 

We  have  generally  resolved  most  of  these  problems  by  the  utilization  of  no-year 
appropriations  in  the  Department  of  Defense  but,  to  the  extent  that  the  problems 
exist  in  annual  appropriations,  to  which  this  bill  is  largely  applicable,  we  recom¬ 
mend  that  serious  consideration  be  given  to  clarifying  the  provisions  of  the  bill 
with  respect  to  the  limitations  on  the  amounts  to  be  carried  over  and  the  manner 
in  which  these  adjustments  are  to  be  effected  in  the  Department  of  Defense 
appropriations  after  the  close  of  the  fiscal  year  and  prior  to  the  transfers  contem¬ 
plated  to  be  made  on  September  30.  We,  therefore,  recommend  that  the  bill  be 
amended  as  follows: 

At  page  2,  line  6,  change  the  period  to  a  colon  and  add  the  following: 

“Provided,  That  when  it  is  determined  necessary  by  the  head  of  the  agency 
concerned  that  a  portion  of  the  remaining  balance  withdrawn  is  required  to 
liquidate  obligations  and  effect  adjustments,  such  portion  of  the  remaining  balance 
may  be  restored  to  the  appropriate  accounts  established  pursuant  to  this  act: 
Provided  further,  That  the  head  of  the  agency  concerned  shall  make  such  report 
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with  respect  to  each  such  restoration  as  the  Director  of  the  Bureau  of  the  Budget 
may  require.” 

If  this  bill  is  so  amended,  the  Department  of  Defense  would  interpose  no 
objection  to  its  enactment.  We  have  been  advised  by  the  Bureau  of  the  Budget 
that  there  is  no  objection  to  the  presentation  of  this  report. 

Sincerely  yours, 

Richard  A.  Buddeke, 
Director,  Legislative  Programs. 

Mr.  McCormack.  Also  a  statement  from  Congressman  Hiestand, 
the  author  of  H.  R.  7688. 

Is  Mr.  Keller  here? 

Mr.  Keller.  Yes,  sir. 

Mr.  McCormack.  Is  Mr.  Hiestand  here? 

Mr.  Hiestand.  Yes,  sir. 

Mr.  McCormack.  Wait  a  minute.  You  are  going  to  read  this 
statement,  are  you? 

Mr.  Hiestand.  Well,  it  is  very  brief.  It  might  serve  as  a  basis 
for  a  few  remarks  if  you  wish  them. 

Mr.  McCormack.  Always  glad  to  hear  from  you. 


STATEMENT  OF  HON.  EDGAR  W.  HIESTAND,  A  REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  CALIFORNIA 

Mr.  Hiestand.  The  statement  is  brief  as  it  can  be.  The  bill, 
H.  R.  7688,  is  also  brief  and  rather  simplified.  It  would  enable  valid 
claims,  in  cases  where  appropriations  have  lapsed,  but  where  the 
matter  is  purely  routine  and  involves  no  question  of  law  or  fact,  to 
be  settled  within  the  agency  of  the  Government  directly  involved, 
rather  than  through  the  General  Accounting  Office. 

The  agencies  would  be  required  to  set  aside  sufficient  unexpended 
balances  of  closed  appropriations  for  settling  claims  and  the  entire 
procedure  would  be  subject  to  revision  and  audit  by  the  General 
Accounting  Office. 

The  rest  of  the  statement  is  self-explanatory,  Mr.  Chairman. 
There  are  plenty  of  exceptions  to  the  old  law,  section  305  of  the  Budget 
and  Accounting  Act  of  1921,  as  enumerated  here.  Approximately 
28,000  such  claims  would  not  have  involved  anything  doubtful  or 
complex,  and  could  have  been  thus  settled,  and  would  have  involved 
a  saving. 

The  statement  is  self-explanatory.  I  do  not  think  we  need  to  go 
into  much  more  detail  unless  the  committee  would  like  to  ask  ques¬ 
tions  about  it. 

Under  section  305  of  the  Budget  and  Accounting  Act  of  1921,  it  is 
provided — 

All  claims  and  demands  whatever  by  the  Government  of  the  United  States  or 
against  it  shall  be  settled  and  adjusted  in  the  General  Accounting  Office. 

There  are  presently  many  exceptions,  such  as  the  Internal  Revenue 
Service  for  income-tax  matters;  the  Railroad  Retirement  Board  for 
pension  claims;  the  Social  Security  Administration  for  old-age  and 
survivors  insurance  claims,  and  the  Veterans’  Administration  for 
benefit  payments. 

Otherwise,  claims  made  against  an  executive  agency  are  reviewed 
by  the  agency  and  then  submitted  to  the  General  Accounting  Office 
for  settlement.  Where  the  claim  relates  to  an  open  appropriation  it 
is  approved  by  the  General  Accounting  Office,  returned  to  the  execu- 
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tive  agency  for  payment.  Request  for  payment,  under  lapsed  appro¬ 
priations,  are  currently  designated  as  claims  and,  hence,  are  referred 
to  the  General  Accounting  Office.  Such  claims  are,  if  approved  by 
the  General  Accounting  Office,  recorded  in  the  records  of  that  Office. 
They  are  then  referred  to  the  Treasury  Department  for  payment  from 
the  “payment  of  certified  claims”  account. 

Of  the  38,000  claims  received  by  the  General  Accounting  Office  re¬ 
lating  to  lapsed  appropriations,  approximately  28,000  did  not  involve 
any  doubtful  or  complex  matter. 

The  existing  procedure  seems  an  unnecessary  duplication  of  work. 
Substantial  economies  could  be  achieved  if  the  agencies  were  author¬ 
ized  to  make  direct  settlements  of  claims  without  their  prior  submission 
to  the  General  Accounting  Office,  except  in  those  cases  involving 
questions  of  law  or  fact. 

Proper  accounting  procedure  should  be  set  up  so  that  set-asides  of 
.unexpended  appropriations  for  this  purpose  are  properly  safeguarded 
Vnd  that  the  funds  appropriated  by  the  Congress  are  used  solely  for 
"the  purpose  in  tended. 

Your  careful  consideration  of  this  bill  is  requested. 

Mr.  McCormack.  Any  questions,  Mr.  Jonas? 

Mr.  Jonas.  Yes.  I  would  like  to  ask  Mr.  Hiestand  about  this 
proviso  on  page  2,  beginning  on  line  5; 

Provided,  That  executive  departments  and  agencies  in  question  shall  retain  so 
much  of  the  unexpended  balances, 

and  so  forth.  Do  you  visualize  any  trouble  estimating  the  amounts 
that  they  should  retain  for  that  purpose,  or  would  that  be  easily 
determined? 

Mr.  Hiestand.  It  is* not  anticipated  they  would  have  much,  if  any, 
difficulty  because  their  experience  in  previous  years  would  indicate 
the  amounts  in  round  numbers  to  be  set  aside. 

But  it  is  provided  that  it  be  set  aside  for  that  purpose  and  for  that 
purpose  only,  and  an  accounting  must  be  rendered  as  stated  in  the  bill 
to  the  General  Accounting  Office  at  the  end  of  the  year. 

If  old  claims  come  up,  tbey  should  be  handled  in  the  regular  way. 
In  other  words,  if  it  is  insufficient. 

\  Mr.  Jonas.  You  simply  propose  that  the  agency  or  department  of 
/government  in  question  should  within  its  own  organization  make 
these  settlements  without  going  through  the  General  Accounting 
Office. 

Mr.  Hiestand.  Without  going  through  the  General  Accounting 
Office  in  advance  and  then  back  to  the  Treasury.  Make  the  settlement 
under  supervision  and  auditing  authority  of  the  General  Accounting 
Office  and  render  a  full  account  of  them,  but  there  are  plenty  of  such 
claims  being  so  settled  in  other  departments.  These  are  claims  that 
have  been  authorized  but  simply  have  not  been  settled;  the  details 
have  not  been  quite  completed,  and  so  forth. 

Mr.  Jonas.  The  General  Accounting  Office  would  still  have  to 
audit  these  claims? 

Mr.  Hiestand.  Certainly. 

Mr.  Jonas.  It  would  be  a  postaudit? 

Mr.  Hiestand.  Certainly,  as  they  do  all  of  the  other  agency 
accounts;  a  postaudit. 

Mr.  Jonas.  Are  there  any  advantages  under  this  bill  other  than 
expedition  of  settlement? 
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Mr.  Hiestand.  And  the  saving  of  expense  of  a  prior  audit  and 
then  back  to  the  agency  and  then  over  to  the  Treasury.  It  just 
saves  duplication  of  handling. 

Mr.  McCormack.  Claims  of  the  sort  you  have  in  mind  now  are 
settled  at  the  Treasury  level,  Department  of  the  Treasury,  following 
audit  and  approval  by  the  General  Accounting  Office? 

Mr.  Hiestand.  Presently,  now.  And  of  course  each  agency, 
that  is  to  say  the  General  Accounting  Office  and  the  agency  and  the 
Treasury  all  have  to  review  and  weigh  each  one  on  its  validity  and  its 
proper  payment  and  so  forth. 

The  Treasury,  of  course,  requires  the  agency  to  O.  K.  them,  study 
them,  check  and  doublecheck  them  anyway.  They  do  it  at  present. 
They  send  it  over  to  the  General  Accounting  Office,  who  do  it,  then  it 
comes  back  to  the  agency,  who  reviews  it,  and  then  it  goes  to  the 
Treasury. 

It  cuts  out  one  extra  handling,  saving  the  money  and  the  time. 

Mr.  Jonas.  It  would  cut  out  handling  at  the  Treasury? 

Mr.  Hiestand.  Yes. 

Mr.  Jonas.  The  Treasury  Department. 

Mr.  McCormack.  What  are  the  nature  of  the  claims? 

Mr.  Hiestand.  Well,  they  are  primarily  claims  in  all  agencies 
which  are  for  appropriations  made,  purchases  of  all  kinds,  and  claims 
for  an  adjustment  on  a  purchase  where  the  whole  appropriation  has 
been  made  and  it  is  rather  a  routine.  It  does  not  affect  any  question 
of  fact  or  of  law.  It  is  routine  claims. 

Mr.  McCormack.  Wliat  are  the  amounts  involved?  Would  they 
be  all  kinds  of  amounts? 

Mr.  Hiestand.  All  kinds  of  amounts.  » 

Mr.  McCormack.  Millions  of  dollars  in  some  cases? 

Mr.  Hiestand.  No;  they  are  very  minor  amounts.  I  doubt  if  any 
of  them  are  over  several  thousand  dollars.  Most  of  them  are  very 
minor  in  amount,  but  it  just  clogs  up  the  whole  machinery;  28,000  of 
them  in  1  year. 

Mr.  McCormack.  How  is  it  that  they  can  be  confined  to  claims 
not  exceeding  several  thousand  dollars  ancl  not  go  into  higher  amounts? 

Mr.  Hiestand.  It  has  not  been  found  necessary  to  put  that  in^. 
There  is  another  bill  in,  the  chairman’s  bill,  I  believe,  which  hasB 
quite  a  little  added - 

Mr.  Jonas.  May  I  ask  a  question,  sort  of  in  elaboration  of  the  one 
the  chairman  asked? 

Mr.  Hiestand.  Yes. 

Mr.  Jonas.  Would  it  be  because  the  creditors  with  large  claims 
press  their  claims  faster  than  some  of  the  small  ones?  Would  that 
have  anything  to  do  with  it? 

Mr.  Hiestand.  Well,  I  suppose  that  could  have  something  to  do 
with  it. 

Mr.  Jonas.  I  would  think  most  people  with  claims  against  the 
Government  would  be  rather  careful  to  try  to  have  them  cleared  out 
before  the  appropriation  lapses. 

Mr.  Hiestand.  They  try  to,  Mr.  Jonas,  but  you  and  I  know  that 
we  have  in  our  very  vast  bureaus  a  slowness  of  operation  in  spite  of 
the  best  that  we  can  do.  We  do  have  a  slowness  of  operation,  put 
in  by  law,  section  305,  for  instance,  that  has  been  in  for  a  good  many 
years  and  it  just  definitely  slows  down  the  operation.  It  was  put  in 
to  safeguard  the  taxpayers’  money. 
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Of  course,  with  that  impulse  we  are  all  in  accord.  It  is  felt  ,  however, 
that  this  simplified  handling  would  adequately  protect  the  Govern¬ 
ment. 

Mr.  McCormack.  Some  years  ago,  we  took  and  wiped  away  the 
preaudit  on  rates  charged  the  Government  on  railroads.  Some 
uncomfortable  situations  developed  later  on.  That  is  before  your 
time. 

Mr.  Hiestand.  Yes. 

Mr.  McCormack.  Mr.  Keller  is  well  acquainted  with  the  history 
of  that  experience. 

Mr.  Keller,  when  you  testify,  that  is  the  one  important  thing  you 
will  have  to  address  yourself  to,  to  my  mind,  to  differentiate  between 
the  two  cases. 

Mr.  Jonas.  Do  we  have  a  full  copy  of  section  305?  You  have 
quoted  only  parts  of  it. 

Mr.  Hiestand.  No;  I  intended  to  bring  that.  I  imagine  the  com¬ 
mittee  staff  will  have  that  available  because  that  is  the  section  that 
(requires  amending. 

Mr.  McCormack.  Any  further  questions? 

(No  response.) 

Air.  McCormack.  Thank  you  very  much,  Congressman  Hiestand. 

Mr.  Hiestand.  Thank  you. 

Mr.  McCormack.  All  right,  Mr.  Keller. 

We  are  very  glad  to  hear  from  you. 

Mr.  Keller.  Mr.  Chairman,  I  have  with  me  Mr.  Steve  M.  Brown, 
from  our  Accounting  System  Division,  and  Mr.  John  Moore,  from 
our  General  Counsel’s  Office. 

I  have  a  short  statement,  Mr.  Chairman,  on  H.  R.  9593. 

Mr.  Jonas.  Pardon  me,  Mr.  Chairman. 

We  have  not  heard  any  proponent  of  the  Dawson  bill  yet.  Do 
you  want  him  to  discuss  this? 

Mr.  McCormack.  Yes;  we  are  discussing  all  the  bills. 

Mr.  Keller.  Perhaps  I  can  clarify  that,  Mr.  Jonas.  We  sug¬ 
gested  a  substitute  for  H.  R.  7658  and  H.  R.  7688.  H.  R.  9593 
incorporates  the  substitute  draft. 

Mr.  McCormack.  What  is  that? 

Mr.  Keller.  H.  R.  9593  is  a  substitute  for  Mr.  Hiestand’s  bill 
land  for  the  bill  introduced  by  Mrs.  Church. 

Mr.  Jonas.  You  say  you  suggested  a  modification  of  the  Hiestand 
bill  and  your  suggestion  is  incorporated  in  the  Dawson  bill? 

Mr.  Keller.  Yes,  sir.  The  Dawson  bill  represents  a  joint  approach 
by  the  Treasury  Department,  by  the  Bureau  of  the  Budget,  and  by 
the  General  Accounting  Office. 

STATEMENT  OF  ROBERT  F.  KELLER,  ASSISTANT  TO  THE  COMP¬ 
TROLLER  GENERAL 

Mr.  Keller.  Mr.  Chairman  and  members  of  the  subcommittee, 
we  appreciate  the  opportunity  to  appear  before  you  to  discuss  H.  R. 
9593  which,  if  enacted,  will  bring  about  substantial  accounting 
improvements  in  the  Government  and  will  greatly  simplify  and 
facilitate  the  payment  of  amounts  due  to  creditors  of  the  Government 
which  are  chargeable  to  lapsed  appropriations. 
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The  Hoover  Commission,  in  its  report  on  budget  and  accounting, 
made  two  recommendations  in  the  particular  area  covered  by  H.  R. 
9593.  These  are: 

Recommendation  No.  17 : 

That  each  department  and  agency  be  authorized  to  maintain  a  single  account 
under  each  appropriation  title  or  fund  for  controlling  the  amount  available  for  the 
liquidation  of  valid  obligations. 

Recommendation  No.  18: 

That  vouchers  which  are  otherwise  valid  but  as  to  which  appropriations  have 
lapsed  should  not  be  referred  as  “claims”  to  the  General  Accounting  Office  but 
should  be  settled  within  the  agencies. 

H.  R.  9593  will  substantially  carry  out  the  objectives  of  recommen¬ 
dations  Nos.  17  and  18,  the  only  essential  difference  being  that 
obligated  balances  for  prior  years  would  be  consolidated  in  separate 
accounts,  rather  than  brought  forward  to  the  current  appropriation 
accounts  of  the  agencies. 

Mr.  Jones.  May  I  ask  a  question  at  that  point,  Mr.  Chairman? 

Mr.  McCormack.  Yes. 

Mr.  Jones.  Will  you  give  us  some  examples  of  the  types  of  claims 
that  would  be  presented  under  the  provisions  of  this  act? 

Mr.  Keller.  Yes,  sir.  They  involve  almost  any  type  of  payment 
made  by  the  Government.  Under  the  present  law  an  appropriation 
is  made  for  a  fiscal  year,  say  1956.  I  am  talking  about  an  annual 
appropriation.  That  appropriation  is  available  for  obligation  pur¬ 
poses  until  June  30,  1956,  and  is  available  for  expenditure  purposes 
based  on  those  obligations  for  2  full  fiscal  years  thereafter,  or  until 
June  30,  1958. 

After  that  period  any  charge  against  that  appropriation  must  come 
to  the  General  Accounting  Office  and  be  certified  for  payment.  It  is 
then  paid  from  the  certified  claims  fund,  which  is  presently  established 
under  the  Treasury  Department. 

Now,  in  answer  to  your  specific  question,  a  claim  could  be  arrears 
of  pay  due  a  soldier,  it  could  be  a  claim  under  a  contract,  which  had 
been  a  long  time  in  being  performed  with  the  result  that  final  payment 
had  not  been  made. 

Mr.  McCormack.  What  had  not  been  paid? 

Mr.  Keller.  The  final  payment  or  the  final  charges  had  not  been 
paid. 

Mr.  McCormack.  What  amounts  could  be  involved  in  such  a 
payment,  such  claims? 

Mr.  Keller.  Well,  they  could  run  anywhere,  Mr.  Chairman,  from 
$2  on  up.  As  a  rule  the  amounts  are  small.  The  total  of  all  certified 
claims  that  are  paid  run  about  $150  million  a  year  at  present. 

Mr.  McCormack.  How  many  claims  would  that  involve? 

Mr.  Keller.  We  estimate  that  those  which  involve  no  question 
of  law  or  fact — and  we  have  run  a  test  in  the  last  few  months — run 
about  40  to  50,000  cases  a  year.  The  great  majority  are  very  small 
amounts. 

Mr.  McCormack.  Well,  in  practical  experience  without  regard 
to  the — of  course,  it  could  go  to  any  amount,  but  practical  experience, 
the  departments  have  experience.  What  would  be  the  maximum 
amount,  the  probable  maximum? 

Mr.  Keller.  Well,  I  have  seen  them  as  high  as  half  a  million 
dollars,  some  may  be  more. 
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Mr.  McCormack.  That  is  very  rare? 

Mr.  Keller.  I  think  it  is  very  rare. 

Now,  here  is  what  you  run  up  against  in  the  way  these  payments 
are  processed  at  the  present  time:  Let  us  take  our  half-a-million-dollar 
claim,  and  we  get  up  to  June  30  of  the  final  year  when  the  department 
can  pay  it  without  referring  it  to  the  General  Accounting  Office.  If 
there  is  no  question  of  law  or  fact  involved - 

Mr.  McCormack.  That  is  within  the  fiscal  year? 

Mr.  Keller.  Yes,  sir.  The  department  can  pay  on  June  30, 
because  it  is  within  the  fiscal  year  and  2  years  thereafter. 

Mr.  McCormack.  Is  that  3  years? 

Mr.  Keller.  In  effect,  3  years. 

Mr.  McCormack.  Now,  we  are  at  the  end  of  the  third-year  period 
that  you  have  in  mind,  the  fiscal  year  and  the  2  succeeding  years. 

Mr.  Keller.  Right. 

Mr.  McCormack.  All  right. 

Mr.  Keller.  If  we  get  up  to  June  30,  the  department  can  pay  up  to 
June  30. 

Mr.  McCormack.  In  other  words,  for  the  record,  an  appropriation 
for  the  fiscal  year  1957,  starting  July  1  next,  during  that  fiscal  year,  if 
it  is  obligated  on  or  before  June  30,  1958,  then  there  would  be  the 
2-year  carryover  in  order  to — the  2-year  period  in  which  to  make  the 
payments  in  accordance  with  any  contract  made  without  referral  to 
the  General  Accounting  Office,  is  that  right? 

Air.  Keller.  That  is  correct,  sir. 

Mr.  AIcCormack.  All  right. 

Now,  we  come  to  1958-59,  we  come  to  July  1,  1960. 

Mr.  Keller.  I  want  to  stop  at  June  30,  first,  just  for  a  minute  if 
I  may. 

Mr.  McCormack.  All  right. 

Air.  Keller.  On  June  30,  everything  having  been  processed,  the 
bill  can  be  paid  by  the  Department,  assuming  there  are  no  complica¬ 
tions — no  questions  of  law  or  fact.  Twenty-four  hours  more  and  it 
has  to  be  referred  to  the  General  Accounting  Office.  In  other  words, 
we  run  into  the  July  1  date. 

We  have  no  hesitancy  whatsoever  in  recommending  the  change 
contemplated  by  the  bill  because  based  on  our  experience,  we  have 
found  that  the  great  majority  of  these  cases  have  no  question  of  law 
or  fact  involved.  We  are  going  through  a  mechanical  operation. 
But  there  is  a  safeguard  in  the  provisions  of  H.  R.  9593  to  the  extent 
that  the  procedure  will  be  carried  out  under  regulations  prescribed 
by  the  Comptroller  General. 

In  other  words,  if  we  run  into  a  situation  where  things  are  going 
wrong  and  particular  types  of  cases  are  not  being  paid  properly,  then 
by  regulation  we  can  require  those  cases  to  come  into  the  General 
Accounting  Office  for  settlement. 

Mr.  McCormack.  So  you  are  not  giving  up  anything  you  do  not 
want  to  give  up? 

Mt.  Keller.  No,  sir;  we  are  not.  In  fact,  we  would  like  to  get 
rid  of  those  cases. 

Air.  McCormack.  I  wonder  why  one  department  is  willing  to  give 
up  some  of  the  powers  possessed,  that  is  rather  unusual.  But  in  all 
frankness,  you  are  not  giving  it  up,  you  can  recall  it  by  regulation 
any  time  you  want  to. 
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Mr.  Keller.  That  is  right. 

Mr.  McCormack.  All  right.  I  see. 

Mr.  Keller.  I  want  to  mention  again  that  based  on  our  own 
experience,  we  have  no  hesitancy  in  saying  there  is  really  no  compli¬ 
cation  in  the  type  of  case  we  are  talking  about. 

Mr.  McCormack.  Do  you  have  any  questions  at  this  point? 

Mr.  Jonas.  Did  you  finish? 

Mr.  Jones.  Yes. 

Mr.  Jonas.  I  would  like  to  ask  a  question  that  the  chairman  asked 
Mr.  Hiestand:  "Why  do  you  have  so  many  claims  that  run  beyond  2 
years  in  settlement  before  being  settled? 

Mr.  Keller.  Well,  I  think  the  answer  breaks  down  two  ways,  Mr. 
Jonas — claims  of  individuals  and  claims  of  contractors. 

Let  us  take  individuals — a  civilian  employee  of  the  Government  or 
a  man  in  the  military  service.  We  have  some  2  million  plus  civilian 
employees,  and  I  do  not  know  the  exact  total  of  military  personnel. 
Each  one  of  those  people  has  a  right  anytime  he  thinks  he  has  been 
underpaid  to  file  a  claim. 

Mr.  Jones.  What  is  the  statute  of  limitations  for  filing  that  claim? 

Mr.  Keller.  Ten  years,  sir. 

Mr.  Jonas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Jones.  In  other  words,  it  would  take  care  of  the  claims,  say, 
the  statute  of  limitations  of  10  years,  and  he  files  it  in  6  years,  it 
would  not  be  budgeted  for  that  3-year  period  that  you  have  just 
discussed  to  handle  that  claim? 

Mr.  Keller.  No,  sir;  not  specifically. 

Mr.  Jones.  That  would  also  apply - - 

Mr.  Keller.  Unless  an  obligation  was  set  up. 

Mr.  Jones.  Now,  the  Bureau  of  Compensation  claims,  you  have  a 
5-year  statute  of  limitations.  The  claim  is  filed  on  the  fourth  year, 
he  is  adjudicated  to  be — the  claim,  say,  an  amount  of  $4,000,  for  an 
injury  of  $4,000  accumulative  pay,  would  you  handle  it  under  this 
procedure? 

Mr.  Keller.  No,  sir.  It  so  happens  that  those  claims  are  paid 
directly  by  the  Bureau  of  Employees  Compensation.  They  do  not 
come  to  General  Accounting  Office.  We  do  not  have  jurisdiction 
over  them. 

Mr.  Jones.  Why  is  it  then  the  Comptroller  General  has  ruled  on 
those  claims,  that  they  were  established  after  the  statutory  period 
had  expired? 

Mr.  Keller.  I  was  not  aware  that  we  had  ruled  on  them. 

Mr.  Jones.  I  believe  you  have  somewhere  along  the  line,  because — 
well,  go  ahead. 

Mr.  Jonas.  I  can  see  some  distinction  between  claims  for  com¬ 
pensation.  I  mean,  they  are  not  based  on  contracts,  and  when  the 
final  authority  rules  with  the  claimant,  why  obviously  the  claim  has 
to  be  paid.  I  cannot  understand  why  we  should  have  many  contract 
claims  that  would  run  for  2  years  before  settlement. 

Mr.  Keller.  For  the  most  part,  Mr.  Jonas,  they  would  be  long¬ 
term  contracts.  We  might  enter  into  a  contract  this  year  which  is 
chargeable  against  the  present  fiscal  year  appropriation.  The  contract 
could  run  2  or  3  years  before  being  completed. 


SIMPLIFY  ACCOUNTING  AND  OTHER  PURPOSES 


17 


Mr.  Jonas.  But  would  not  the  money  have  been  obligated  during 
the  first  year?  That  would  take  care  of  that  kind  of  situation,  would 
it  not? 

Mr.  Keller.  That  is  right. 

Mr.  Jonas.  But  1  mean - 

Mr.  Keller.  But  we  would  still,  under  our  present  procedure — if 
we  go  past  the  June  30  date  2  years  hence — have  to  send  that  claim 
to  the  General  Accounting  Office.  There  would  be  no  question  of 
the  money  not  being  available,  but  a  question  of  processing. 

Mr.  McCormack.  Do  you  have  any  statement  as  to  the  amount 
of  money  that  would  be  saved  through  clerical  hire,  unnecessary 
duplication,  administrative  action? 

Air.  Keller.  I  can  speak  only  for  the  General  Accounting  Office. 
I  think  there  would  be  some  savings  in  the  other  agencies.  But  we 
estimate  in  the  General  Accounting  Office  it  would  save  us  approxi- 
^  rnately  $600,000  per  year. 

'  It  will  take  about  18  months  to  fully  implement  the  procedures,  but 
I  have  no  hesitancy  in  saying  that  the  way  it  is  going  to  turn  out - 

Mr.  McCormack.  Well,  all  of  the  departments  have  conferred  on 
this  bill,  have  they  not? 

Mr.  Keller.  Yes,  sir.  We  have  had  numerous  conferences  on  the 

bill. 

Mr.  McCormack.  Are  there  any  areas  of  difference? 

Mr.  Keller.  Not  that  I  am  aware  of  at  this  point,  Mr.  Chairman. 

There  are  a  number  of  amendments  which  have  been  offered  by 
the  Budget  Bureau.  Also,  an  amendment  has  been  offered  by  De¬ 
fense.  We  have  all  agreed  on  the  amendments. 

I  would  like  to  point  out  one  thing  further.  The  bill  provides  a 
mechanism  for  settling  claims,  but  in  addition  it  will  also  accomplish 
another  objective. 

Our  annual  appropriations,  as  we  were  just  discussing,  are  for  the 
year  for  which  made,  but  stay  on  the  books  for  2  fiscal  years  thereafter. 

What  this  bill  provides  is  that  within  3  months  after  June  30  of  the 
first  year,  an  agency  will  make  a  determination  as  to  the  amount  of 
those  funds  that  are  obligated  and  unpaid. 

\  The  obligated  balances  will  be  transferred  and  consolidated  in  an 
'  account  with  all  prior  year  obligated  balances.  The  money  that  is 
not  obligated  will  be  written  off  and,  in  effect,  will  revert  back  to  the 
Treasury.  In  other  words,  you  would  only  carry  forward  in  your 
accounts  the  obligated  balances  instead  of,  as  at  the  present  time, 
carrying  the  full  amount  of  the  obligated  and  unobligated  balances. 

I  can  perhaps  make  that  clearer  by  an  example: 

An  agency  gets  an  appropriation  for  $1  million  for  a  fiscal  year. 
Let  us  say  during  that  year  they  make  obligations  and  they  pay  out 
a  half  million  dollars. 

Mr.  McCormack.  Obligate  the  full  amount  or  obligate  a  half 
million,  which? 

Mr.  Keller.  Well,  let  us  say  they  obligate  $750,000.  By  June  30, 
let  us  say,  they  have  paid  out  under  those  obligations  $500,000. 

Now,  we  get  down  to  the  point  where  at  June  30  we  would  total 
up  the  amount  of  obligations  that  we  had  not  paid  which  would  be 
$250,000.  That  amount  would  be  set  aside  to  pay  those  obligations. 
The  excess  of  $250,000  which  had  not  been  spent  or  obligated  would  be 
written  off. 
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Mr.  McCormack.  Is  that  provided  for  under  this  bill? 

Mr.  Keller.  Yes,  sir. 

Mr.  McCormack.  In  other  words  to  simplify — I  will  not  say  you 
have  to  simplify  it,  but  a  million  dollars  appropriated  for  the  next 
fiscal  year,  for  a  particular  item,  $750,000  obligated,  $500,000  paid, 
carrying  out  the  obligation  or  contracts,  then  $250,000  would  be 
held  in  reserve  in  accordance  with  this  bill  and  the  other  $250,000 
would  come  back  into  the  Treasury? 

Mr.  Keller.  Yes,  sir. 

Mr.  McCormack.  What  happens  now  with  that  $250,000. 

Mr.  Keller.  The  $250,000  is  carried  on  the  books  for  2  more  years, 
then  it  goes  into  the  certified  claims  fund,  which  is  a  consolidation  of 
all  appropriation  balances  of  that  kind;  and  then  we  are  supposed  to 
go  through  once  a  year;  we  examine  the  certified  claims  fund  and 
make  an  estimate  as  to  how  much  we  do  not  need  and  write  the 
excess  off. 

Mr.  McCormack.  Would  that  tend  to  have  an  agency,  a  depart-™/ 
ment,  speed  up  the  obligations  before  the  end  of  the  fiscal  year? 

Mr.  Keller.  I  do  not  think  it  would,  Mr.  Chairman.  I  do  not 
see  any  reason  why  it  would  make  any  difference  whatsoever  in  that 
respect. 

Mr.  Jonas.  I  was  just  going  to  ask  whether  there  is  anything  in 
this  bill  to  stop  the  unusual  obligations  of  funds  in  the  month  of  June. 

Mr.  Keller.  I  am  afraid  not. 

Mr.  Jonas.  That  is  a  sore  subject  with  a  lot  of  people. 

Mr.  McCormack.  Well,  that  was  the  thought  in  my  mind,  sort  of 
philosophical  state  of  mind.  But  his  answer  could  have  brought  it 
quickly  into  activity. 

(Laughter.) 

Mr.  McCormack.  He  lulls  me  to  sleep. 

(Laughter.) 

Mr.  McCormack.  Any  further  questions  at  this  time? 

Do  you  want  to  read  the  rest  of  your  statement? 

Mr.  Keller.  It  is  up  to  you,  Mr.  Chairman. 

Mr.  McCormack.  Without  objection,  Mr.  Keller’s  statement  will 
be  inserted  in  the  record.  A 

Mr.  Keller  (continuing  his  statement).  H.  R.  9593  authoiizes  the  W 
agencies  of  the  Government  to  pay  undisputed  bills  chargeable  to 
lapsed  appropriations  in  precisely  the  same  manner  as  bills  payable 
from  currently  available  appropriations.  This  objective  will  be 
accomplished  by  repealing  existing  requirements  that  all  obligations 
chargeable  to  lapsed  appropriations  shall  be  certified  by  the  General 
Accounting  Office  in  advance  of  payment  by  permitting  agencies  to 
retain  obligated  balances  of  appropriations  made  to  them;  and  by 
granting,  under  regulations  to  be  prescribed  by  the  Comptroller 
General,  authority  to  the  agencies  to  pay  prior  year  obligations  from 
the  retained  balances  through  regular  disbursing  channels. 

In  the  event  H.  R.  9593  is  enacted,  it  is  estimated  that  from  40,000 
to  50,000  cases  a  year  which  under  present  law  are  required  to  be  pro¬ 
cessed  by  the  General  Accounting  Office  can  be  paid  directly  by  the 
agencies.  As  a  result,  claims  adjudicators  and  supporting  personnel 
of  the  General  Accounting  Office  now  engaged  in  such  work  will  be 
available  for  assignment  to  more  productive  work.  Paperwork  and 
time  lags  will  be  substantially  reduced.  In  addition,  the  General 
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Accounting  Office  will  be  able  to  discontinue  the  maintenance  of 
approximately  35,000  detailed  ledgers  of  accounts  pertaining  to  lapsed 
appropriations. 

The  bill  will  not  affect  the  responsibility  of  the  General  Accounting 
Office  to  adjudicate  claims  involving  doubtful  questions  of  law  or 
fact.  Such  claims  will  continue  to  be  sent  to  the  General  Accounting 
Office  for  settlement. 

In  addition,  the  proposed  legislation  will  reduce  the  carryover  of 
unexpended  balances  in  appi-opriations.  At  present,  the  entire  bal¬ 
ance  of  each  annual  appropriation  is  carried  in  the  account  of  the 
agency  for  2  years  after  the  appropriation  is  no  longer  available  for 
obligation  purposes. 

Under  the  provisions  of  H.  R.  9593,  the  obligated  balance  of  an 
appropriation  will  be  transferred  to  an  appropriation  account  con¬ 
sisting  of  the  obligated  balances  of  all  prior  appropriations  granted 
for  the  same  general  purpose.  The  unobligated  balance  will  revert  to 
the  general  fund  of  the  Treasury.  These  transfers  will  be  based  on 
reports  of  obligated  balances  which  all  agencies  are  now  required  to 
make  under  the  provisions  of  section  1311  of  the  Supplemental 
Appropriation  Act,  1955. 

It  is  recognized  that  it  is  not  always  possible  to  report  obligated 
balances  of  appropriations  with  precise  accuracy,  due  to  occurrences 
which  may  come  about  after  the  reporting  date.  Amounts  ultimately 
required  for  liquidation  of  obligations  may  fluctuate.  However,  the 
agencies  mil  be  able  to  utilize  the  savings  resulting  from  excess  obli¬ 
gations  to  offset  amounts  underobligated. 

This  feature,  together  with  the  authorization  in  section  3  of  the  bill, 
to  use  currently  available  appropriations  when  necessary  to  meet 
obligations  against  prior  years’  appropriations,  should  afford  sufficient 
latutude  to  the  agencies  to  effect  payments  to  creditors  without  undue 
delay.  However,  Department  of  Defense  has  expressed  concern  that 
they  might  not  be  able  to  take  care  of  creditors  in  some  cases  and  mil 
offer  an  amendment  authorizing  adjustments  to  be  made  when 
necessary. 

This  amendment  has  been  discussed  with  us  and  we  have  no 
objection  to  the  amendment  being  favorably  considered  by  the 
committee. 

An  additional  benefit  will  be  afforded  by  the  bill.  At  present, 
liquidations  of  outstanding  obligations  against  lapsed  appropriations 
are  budgeted  and  recorded  as  expenditures  of  the  Treasury  Depart¬ 
ment  rather  than  of  the  agencies  who  received  the  goods  and  services. 

This  procedure  overstates  the  expenditures  of  tne  Treasury  and 
understates  the  expenditures  of  the  agencies  wliicn  incurred  the  obli¬ 
gations  by  several  hundred  millions  of  dollars  each  year.  Under  H.  R. 
9593  such  expenditures  will  be  recorded  and  reported  as  expenditures 
of  the  individual  agencies  who  received  the  goods  or  services. 

It  is  understood  that  the  Bureau  of  the  Budget  has  suggested 
amendments  to  H.  R.  9593.  These  amendments  are  for  the  most 
part  technical.  They  have  been  discussed  with  us  and  we  concur 
with  the  Bureau  in  recommending  their  favorable  consideration. 

We  fully  endorse  the  provisions  of  H.  R.  9593,  together  with  the 
amendments  offered  by  the  Bureau  of  the  Budget  and  the  Department 
of  Defense  and  urge  favorable  consideration  of  the  legislation  by  the 
Congress. 
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Mr.  McCormack.  Mr.  Jones,  any  further  questioos? 

Mr.  Jones.  No. 

Mr.  McCormack.  Mr.  Jonas - 

Mr.  Jonas.  I  had  one.  I  suppose  you  covered  it  on  page  2.  You 
estimate  that  this  might  result  in  a  saving  of  $600,000  per  year.  Is 
that  because  of  the  lack  of — the  difference  between  the  degree  of  care 
with  which  you  have  to  handle  these  claims  on  a  prepayment  basis 
and  your  postaudit  of  the  claims? 

Mr.  Keller.  That  would  be  the  case.  We  do  not  anticipate  any 
substantial  additional  work  insofar  as  our  auditing  is  concerned. 
The  payments  can  be  checked  pretty  closely  by  examining  the  pro¬ 
cedures  of  the  agencies.  At  present,  each  one  of  those  forty  to  fifty 
thousand  cases  has  to  be  individually  jacketed,  assigned  to  an  exam¬ 
iner,  assigned  to  a  reviewer,  and  processed  all  the  way  through. 

Mr.  Jonas.  And  you  do  not  visualize  that  you  would  have  that 
much  procedure  to  follow? 

Mr.  Iveller.  No,  sir. 

I  will  say  that  our  $600,000  estimate  is  based  on  the  reduction  in 
our  claims  work. 

I  will  agree  that  perhaps  some  additional  audit  work  will  be  required. 
I  have  no  way  of  estimating  just  how  much,  but  I  have  no  hesitancy 
in  saying  it  will  not  come  anywhere  close  to  the  $600,000. 

Mr.  Jonas.  You  would  not  have  to  maintain  an  individual  detailed 
ledger  as  you  now  do  for  each  one  of  these  claims? 

Mr.  Keller.  We  have  some  35,000  appropriation  accounts,  old 
ones,  we  are  maintaining  which  we  woidd  Vie  very  happy  to  get  rid  of 
and  which  we  could  get  rid  of  under  this  bill. 

Mr.  McCormack.  Would  you  go  over  this  bill,  section  by  section, 
and  just  briefly  explain  each  section  and  also  any  suggested  amend¬ 
ments  that  have  been  agreed  upon  with  the  General  Accounting  Office 
and  the  departments  interested  think  should  be  made? 

Mr.  Jonas.  Mr.  Chairman,  while  he  is  getting  ready  to  begin  that, 
is  the  Church  bill  practically  the  same  as  the  Hiestand  bill? 

Mr.  Henderson.  Identical. 

Mr.  Jonas.  All  right. 

Mr.  Keller.  Mr.  Chairman,  section  1 — I  think  maybe  I  had  better 
proceed  through  the  bill  and  then  discuss  the  amendments. 

Mr.  McCormack.  Any  way  you  would  like  that  would  expedite  it. 

Mr.  Keller.  Under  subsection  (a)  of  section  1  it  is  provided  that 
each  appropriation  available  for  obligation  for  a  definite  period  of  time 
shall,  after  the  expiration  of  its  obligation  availability,  be  disposed  of 
in  two  ways: 

First,  the  obligated  balance  will  be  transferred  to  an  appropriation 
account  consisting  of  the  obligated  balances  of  all  appropriations 
granted  for  the  same  general  purpose. 

The  unobligated  balance  will  be  withdrawn - 

Air.  Jones.  Let  me  ask  you  a  question  at  that  point. 

How  can  an  agency  anticipate  its  fiscal  requirements  on  claims  that 
they  don’t  know  will  arise? 

Mr.  Keller.  First,  I  would  like  to  mention  that  the  Congress,  in 
enacting  the  Supplemental  Appropriation  Act,  1955,  included  a  new 
section  dealing  with  obligations.  Section  1311  provides  that  each 
agency  of  the  Federal  Government  shall,  within  90  days,  following  the 
close  of  the  fiscal  year,  make  a  report  to  the  Bureau  of  the  Budget, 
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to  the  General  Accounting  Office,  and  to  the  appropriation  committees, 
as  to  obligated  balances  of  appropriations  as  of  June  30. 

Section  1311  lays  out  specific  rules  for  determining  obligations. 

I  will  agree  with  you  that  it  will  not  be  possible  to  determine  with 
complete  preciseness  each  and  every  obligation.  I  think  there  would 
be  very  little  problem  in  most  cases  because  you  know  what  money 
you  have  obligated  and  what  you  expect  to  spend.  Others  might  be 
more  difficult. 

However,  when  we  get  to  the  point  of  consolidating  the  individual 
transactions,  we  believe  that  you  are  going  to  have  an  excess  obliga¬ 
tion  under  one  item  and  an  underobligation  under  another,  with  the 
result  that  the  two  will  balance  themselves  off.  But  in  the  event 
they  do  not,  provision  is  made  in  the  bill  that  the  Agency  can  use  their 
current  appropriation  to  make  up  any  difference,  or  under  an  amend¬ 
ment  which  has  been  suggested  by  the  Department  of  Defense  and 
agreed  to  by  the  General  Accounting  Office  and  the  Bureau  of  the  Bud¬ 
get — if  an  agency  gets  into  a  situation  where  they  have  made  a  serious 
underestimate  of  obligations,  it  could  draw  back  some  of  the  money 
that  had  been  previously  written  off,  enough  to  take  care  of  their 
obligations.  I  don’t  think  we  will  have  any  real  problem  with  it. 

Mr.  Jones.  That  is  all. 

Mr.  Jonas.  Mr.  Chairman. 

Mr.  McCormack.  Yes. 

Mr.  Jonas.  You  are  saying  under  the  first  method  suggested  here 
that  the  obligated  balances  within  an  agency  shall  all  be  consolidated 
and  transferred  to  what  you  would  call - - 

Mr.  Keller.  They  will  be  consolidated  with  other  obligated 
balances  and  under  appropriations  for  the  same  general  purpose.  I 
think  perhaps  a  good  example  is:  “Salaries  and  Expenses,  General 
Accounting  Office.”  If  this  bill  is  enacted,  as  of  September  30  of 
this  year  we  will  consolidate  our  obligated  balances  for  the  fiscal 
years  1954,  1955,  and  1956  into  one  account.  That  money  can  only 
be  used  for  payment  of  obligations  actually  incurred  during  those 
3  fiscal  years. 

In  other  words,  you  cannot  shift  the  balances  over  to  something  else. 

Mr.  Jonas.  You  would  make  the  same  consolidation  with  respect 
to  purchases — -well,  not  purchases  but  any  other  main — - — - 

Mr.  Keller.  We  would  follow  the  general  appropriation  structure 
of  the  agency. 

Mr.  Jonas.  And  have  a  consolidation  within  each  heading. 

Mr.  Keller.  Yes,  sir.  But  you  would  cut  your  old  accounts 
down  from  two  to  one. 

Mr.  Jonas.  It  wouldn’t  simplify  it  still  further  to  consolidate  under 
one  heading? 

Mr.  Keller.  That  is  the  one  point  where  we  differ  slightly  from 
the  Hoover  Commission  recommendation.  The  Hoover  Commission 
recommendation  seems  to  contemplate,  the  way  we  read  it,  that  you 
would  take  your  obligated  balances  for  1  year  and  carry  them  forward 
into  the  current  appropriation.  Now,  we  have  a  reservation  on  that 
because  it  could  put  an  agency  in  the  position  of  carrying  forward 
an  obligated  balance  into  the  new  fiscal  year,  then  deobligate,  if 
something  came  up,  such  as  a  cancellation  of  a  contract.  Then  the 
amount  deobligated  possibly  could  be  used  by  the  agency  during  the 
current  year.  This  in  effect  would  supplement  or  increase  the  appro¬ 
priation  made  by  Congress  for  that  agency  for  the  current  year. 
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Mr.  McCormack.  All  right,  Mr.  Keller. 

Mr.  Keller.  I  have  covered  subsection  1  (a). 

Subsection  (b)  contemplates  that  annual  appropriations  for  1956 
and  subsequent  years  will  be  disposed  of  not  later  than  September  30 
of  each  year,  in  the  manner  outlined  in  subsection  (a). 

Mr.  McCormack.  Is  there  any  amendment  to  (a)  (1)? 

Mr.  Keller.  Yes,  sir. 

Mr.  McCormack.  What  is  that  amendment? 

Mr.  Keller.  Do  you  want  me  to  discuss  the  amendments  at  this 
time? 

Mr.  McCormack.  Yes.  I  think  you  ought  to. 

Mr.  Keller.  The  first  amendment  is  on  page  1,  line  3.  The 
words,  "except  as  otherwise  provided  by  law”,  should  be  deleted. 

Mr.  McCormack.  Why? 

Mr.  Keller.  As  a  substitute  for  that,  Mr.  Chairman,  we  suggest 
a  new  section  (f)  under  section  7  on  page  7,  reading  as  follows: 

Any  provisions,  (except  those  contained  in  appropriation  acts  for  the  fiscal 
years  1956  and  1957)  permitting  an  appropriation  to  remain  available  for  expendi¬ 
ture  for  any  period  beyond  that  for  which  it  is  available  for  obligation,  but  this 
section  shall  not  be  effective  June  30,  1957. 

The  idea  is,  Mr.  Chairman,  that  in  a  few  cases  there  is  written  into 
permanent  law  provisions  making  appropriations  available  for 
expenditure  for  periods  in  excess  of  1  year.  The  amendment  would 
repeal  those  laws  but  it  would  not  be  applicable  until  June  30,  1957 
After  that  longer  periods  of  expenditure  availablility  would  have  to 
be  provided  in  appropriation  acts. 

The  agencies  and  the  Budget  Bureau  will  have  ample  opportunity 
to  consider  individual  cases  because,  as  I  stated,  the  section  is  not 
effective  until  June  30,  1957. 

Mr.  McCormack.  That  is  to  give  you  sort  of  a  2-year  breathing 
spell,  too,  to  get,  it  into  operation? 

Mr.  Keller.  Yes,  sir.  It  is  really  1  year.  Exceptions  would  have 
to  be  considered  next  year. 

Mr.  McCormack.  A  1-year  breathing  spell? 

Mr.  Keller.  Yes. 

Mr.  McCormack.  You  said  something  about  18  months  awhile 
ago. 

Mr.  Keller.  We  think  it  will  be  18  months  before  the  claims  situ¬ 
ation  is  worked  down  to  where  the  agencies  are  handling  most  of  them, 
and  we  can  get  out  of  the  business. 

Mr.  McCormack.  All  right. 

Mr.  Keller.  Line  8,  change  the  word  "activity”  to  “agencj7'  or 
subdivision  thereof”. 

Mr.  Chairman,  the  word  "activity”  has  many  meanings,  and  some 
concern  was  expressed  that  you  might  get  down  to  the  particular 
forest  station  out  in  a  national  park.  It  is  intended  that  the  consoli¬ 
dated  appropriation  accounts  are  to  be  set  up  at  the  level  of  an  agency 
or  a  major  subdivision  of  an  agency. 

Mr.  Jonas.  You  don’t  say  major  subdivision?  You  just  say  agency 
or  subdivision.  Wouldn’t  that  get  down  pretty  low? 

Mr.  Keller.  We  didn’t  believe  so,  sir,  and  we  have  done  a  lot  of 
talking  about  this.  In  fact,  I  was  amazed  at  how  much  talking  we 
had  to  do  before  arriving  at  some  agreement. 

Mr.  McCormack.  Would  an  agency  include  a  subdivision? 
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Mr.  Keller.  I  think  it  does. 

Mr.  McCormack.  Coming  back  to  GAO,  you  wou'd  have  control 
by  regulation,  wouldn’t  that - - 

Air.  Keller.  I  don’t  think  there  would  be  any  problem  in  working 
it  out.  I  think  we  would  have  to  approach  it  jointly  with  the  agencies 
and  with  the  Bureau  of  the  Budget. 

Mr.  AIcCormack.  If  you  have  had  a  lot  of  discussions  about  it,  I 
wouldn’t  raise  some  questions.  But  it  seems  the  greater  always 
includes  the  lesser.  I  was  taught  that. 

Mr.  Keller.  I  would  like  to  add  this:  That  we  are  finally  in 
agreement,  on  those  particular  words.  [Laughter.] 

Mr.  AIcCormack.  All  right. 

Let  me  ask  you:  Where  did  the  difficulty  in  agreement  come  from? 

Mr.  Keller.  I  think,  Air.  Chairman,  that  we  all  have  our  ideas. 

Air.  AIcCormack.  What  position  did  GAO  take?  What  was  the 
position  of  the  GAO  on  that? 

Mr.  Keller.  I  think  we  started  out  with  "agency.” 

Mr.  McCormack.  Who  was  it  that  wanted  the  subdivision? 

Air.  Keller.  I  think  we  had  it  down  to  an  organizational  unit  at 
one  point.  I  do  not  recall  who  suggested  "subdivision.” 

Air.  AIcCormack.  All  right.  I  won’t  comment.  It  seems  when 
you  say  a  subdivision,  that  ought  to  give  them  a  certain  degree  of 
autonomy.  It  might  separate  them  from  the  head  of  the  agency. 

Air.  Keller.  I  don’t  believe  so,  Mr.  Chairman.  Air.  Brown,  who 
worked  on  this  bill,  gives  as  an  example  the  Treasury  Department. 
We  would  consider  the  Bureau  of  Internal  Revenue  and  the  Bureau 
of  Public  Debt  as  subdivisions  of  the  agency. 

On  page  2,  line  6 - 

Mr.  McCormack.  Let  me  ask  you,  now,  with  the  members  here, 
if  the  bill  is  acted  upon,  is  there  any  objection  to  that  amendment? 

Mr.  Jonas.  I  think  it  improves  the  bill  to  cut  out  activity.  I 
don’t  know  about  agency  or  subdivision. 

Mr.  AIcCormack.  If  they  want  it,  why,  all  right. 

Air.  Jonas.  It  suits  me. 

Mr.  McCormack.  In  the  old  days  a  hundred  years  ago  that  might 
be  the  subject  of  a  week’s  discussion  in  the  House  on  the  constitutional 
aspects. 

[Laughter.] 

Air.  Keller.  The  next  amendment  is  on  page  2,  line  6,  change  the 
period  to  a  colon,  and  add  the  following — this  amendment  was  sug¬ 
gested  by  the  Department  of  Defense. 

Mr.  McCormack.  Do  you  have  a  copy  of  it? 

Mr.  Keller.  I  understand  it  has  been  furnished  to  the  committee. 

Mr.  Jonas.  That  would  be  on  page  2  of  the  Defense  Department 
letter. 

Mr.  Keller.  Page  2,  line  6,  you  change  the  period  to  a  colon  and 
add  the  following: 

Provided,  That,  when  it  is  determined  necessary  by  the  head  of  the  agency 
concerned,  that  a  portion  of  the  remaining  balance  withdrawn  is  required  to  liqui¬ 
date  obligations  and  effect  adjustments,  such  portion  of  the  remaining  balance 
may  be  restored  to  the  appropriate  accounts  established  pursuant  to  this  Act; 
provided  further,  that  the  head  of  the  agency  concerned  shall  make  such  report 
with  respect  to  each  such  restoration  as  the  Director  of  the  Budget  may  require. 
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The  Department  of  Defense  raised  considerable  question  on  the 
point  covered  by  this  amendment.  They  are  still  doing  some  major 
procurement  from  annual  appropriations,  for  the  most  part  in  the 
Nav}7-.  They  feel  they  could  possibly  run  into  situations  where  an 
occurrence  under  a  contract  came  about  after  June  30,  such  as  a  price 
escalation  or  price  redetermination,  and  they  might  be  put  in  the 
position  of  not  being  able  to  pay  the  contractor. 

Mr.  Jones.  Why  wouldn’t  that  apply  to  the  Department  of  the 
Army  and  any  other  armed  service  activity? 

Mr.  Keller.  I  think  it  could  apply,  and  the  amendment  is  so 
worded  to  take  care  of  any  agency.  But,  the  major  procurement 
in  the  other  military  departments,  is  from  no-year  appropriations, 
which  this  bill  does  not  affect. 

Mr.  Jones.  It  doesn’t  do  what? 

Mr.  Keller.  This  bill  does  not  affect  no-year  appropriations.  In 
other  words,  major  procurement  items  such  as  for  construction,  re¬ 
search  and  development,  are  for  the  most  part  financed  from  no  year 
appropriations. 

Mr.  Jones.  Then  you  wouldn’t  need  your  amendment,  would  you? 

Mr.  Keller.  Well,  Defense  feels  that  they  do  need  it.  I  personally 
think  it  will  be  used  very  rarely  if  at  all. 

Mr.  McCormack.  Wouldn’t  it  tend  to  vitiate  the  very  purpose  of 
the  act? 

Mr.  Keller.  Not  if  it  is  used  properly. 

Mr.  Jones.  It  seems  it  would. 

Mr.  McCormack.  Now,  I  know — it  just  seems  to  me  as  though 
that  amendment  there  has  some  vitiating  effects  upon  the  rest  of  the 
bill,  upon  the  purpose  of  the  bill. 

Mr.  Jones.  You  are  relieving  them  of  doing  the  same  thing  you 
are  trying  to  accomplish  in  the  bill,  it  seems. 

Mr.  Keller.  There  would  have  to  be  a  showing  that  they  actually 
need  it,  to  restore  balances  to  take  care  of  obligations. 

Mr.  Jones.  It  seems,  Mr.  Chairman,  you  are  trying  to  seek  an 
objective  in  your  bill  and  then  you  give  an  exemption  from  the 
objective? 

Mr.  McCormack.  What  is  the  position  of  the  GAO  on  it? 

Mr.  Keller.  Our  position  is  this,  Mr.  Chairman:  As  a  practical 
matter,  I  think  that  the  over-obligations  and  the  under-obligations 
are  going  to  so  balance  off  and  that  this  provision  will  rarely  be  used. 

I  am  also  in  this  position — I  cannot  prove  it. 

Mr.  McCormack.  But  suppose  the  Defense  got  it  in,  that  wouldn’t 
hurt  my  Donable  Property  Act,  would  it? 

Mr.  Lanman.  No,  sir. 

Mr.  McCormack.  Well,  we  have  had  experience  on  stretched  inter¬ 
pretation,  also  on  SAGE- — — 

[Laughter.] 

Mr.  Keller.  Well,  Defense  has  a  fear  on  this  and  I  think  perhaps 
Mr.  Lanman,  when  he  testifies,  could  express  their  position  better 
than  I  can.  They  are  afraid  they  might  get  caught  short  somewhere 
along  the  line. 

Mr.  McCormack.  I  notice  they  say  here  with  respect  to  such 
restoration  as  the  Director  of  the  Budget  may  require. 

Mr.  Keller.  Yes,  sir. 

Mr.  McCormack.  Do  you  think,  with  all  due  respect  to  the  Bureau 
of  the  Budget,  doesn’t  that  give  the  Bureau  of  the  Budget  to  extend 
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over  into  the  Defense  Department,  have  a  powerful  voice  in  the  opera¬ 
tion  of  this  bill  as  far  as  the  Defense  is  concerned? 

Mr.  Keller.  It  gives  them,  of  course,  the  right  to  ask  for  a  report 
on  any  of  these  restorations,  but  I  think  the  Bureau  of  the  Budget 
is  supposed  to  maintain  a  certain  amount  of  control  over  the  expendi¬ 
tures  of  all  the  departments. 

Mr.  Jones.  Do  you  want  to  qualify  that  word  “certain”? 

Mr.  McCormack.  This  is  a  financial  matter  involving  money.  I 
agree  with  my  friend,  Mr.  Jones,  and  qualifying  the  word  “certain,” 
but  with  that  out,  why,  I  see  the  logic. 

Mr.  Brown.  May  I  interrupt  long  enough  to  request  that  I  be 
excused  because  of  the  fact  I  have  another  meeting  which  I  left  to 
come  here?  I  came  here  specifically  to  give  Mr.  Jonas  my  proxy. 

Mr.  McCormack.  I  was  going  to  ask  you  to  do  that,  give  it  to  Mr. 
Jonas  or  to  me. 

Mr.  Brown.  All  right.  My  proxy  is  on  the  bill  and  the  amend¬ 
ments  thereto,  because  we  have  an  interest  in  this  bill.  If  there  is 
any  question,  I  will  let  you  vote  on  the  proxy  too.  [Laughter.] 

Mr.  McCormack.  Thank  you,  Mr.  Brown. 

Well,  now,  on  this  amendment,  any  further  questions? 

Mr.  Jonas.  This  is  not  a  question,  Mr.  Chairman,  but  I  must 
confess  I  have  the  same  feeling  that  you  expressed  about  it  when  I 
first  read  it,  it  seemed  to  me  that  it  pretty  well  does  away  with  what 
we  are  trying  to  do  here  in  2  (a).  I  would  be  glad  to  hear  the  Defense 
Department  witness  when  he  is  called,  on  that  point. 

Mr.  McCormack.  This  isn’t  a  fancy  affair.  Come  in.  We  like 
to  connect  up  these  things  as  we  go  along. 

Mr.  Lanman.  What  I  have  to  say  is - 

Mr.  McCormack.  What  is  your  full  name? 

Mr.  Lanman.  M.  H.  Lanman,  Jr. 

Mr.  McCormack.  Mr.  Keller,  are  you  willing  to  yield? 

Mr.  Keller.  Yes,  sir. 

Mr.  McCormack.  So  we  will  have  the  record  clear.  You  are  not 
losing  the  floor. 

What  is  your  full  name? 

Mr.  Lanman.  Maurice  H.  Lanman,  Jr.,  Assistant  General  Counsel, 
Department  of  Defense,  fiscal  matters. 

First,  Mr.  McNeil  asked  me  to  apologize  for  his  absence. 

Mr.  McCormack.  You  don’t  have  to,  we  understand. 

STATEMENT  OF  MAURICE  H.  LANMAN,  JR.,  ASSISTANT  GENERAL 
COUNSEL,  DEPARTMENT  OF  DEFENSE,  FISCAL  MATTERS 

Mr.  Lanman.  In  order  to  put  in  perspective  our  position  with  re¬ 
spect  to  this  particular  amendment,  we  would  like  to  point  out  that 
the  enactment  of  section  1311  of  the  Supplemental  Appropriation 
Act,  1955,  which  Mr.  Keller  referred  to  earlier,  was  for  the  first  time  a 
statutory  definition  of  obligations  which  we  believe  was  long  overdue, 
and  was  necessary  to  correct  erroneous  as  well  as  unsound  practices 
with  respect  to  recording  and  reporting  obligations  that  had  been 
going  on  in  the  executive  branch  for  decades. 

The  Department  of  Defense  considers  that  this  section  was  a  land¬ 
mark  in  progress  toward  the  uniform  basis  for  accounting  and  for 
reporting  for  appropriated  funds. 
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I  am  sure  you  understand  that  corrective  measures  of  this  scope, 
when  applied  to  the  complexities  of  our  operation,  accounting  and 
reporting  on  the  obligations  and  expenditures  in  excess  of  $30  billion, 
takes  time. 

We  have  been  working  diligently  since  the  enactment  of  the  statute 
and  believe  that  within  the  next  year  or  two  the  educative  process 
and  our  job  in  this  area  will  be  completed. 

Our  problems  in  carrying  out  the  provisions  proposed  in  H.  R.  9593, 
that  is,  if  enacted  without  this  amendment,  would  arise  from  the 
fact  that  there  are  very  large  adjustments  of  unliquidated  obligations 
in  the  Department  of  Defense,  after  the  end  of  the  fiscal  year.  For 
instance,  adjustments  that  arise  from  the  maturing  of  contingent 
liabilities,  arising  out  of  all  types  of  contracts,  including  variation  in 
quantity  clauses,  price  redetermination,  and  escalation  clauses,  as 
well  as  in  the  incentive  and  cost-reimbursement-type  contracts. 

In  addition  there  are  other  significant  factors  that  require  adjust¬ 
ments  in  our  obligations  which  are  often  based  on  the  best  estimates 
available,  in  accordance  with  regulations  issued  under  section  1311 
approved  by  the  General  Accounting  Office. 

Now,  we  generally  resolve  most  of  these  problems  by  the  utilization 
of  what  is  called  the  no-year  appropriation  in  the  Department  of 
Defense,  that  is,  an  appropriation  without  fiscal  year  limitation.  But 
to  the  extent  that  the  problems  exist  in  annual  appropriations,  to 
which  this  bill  is  largely  applicable,  we  recommend  that  serious 
consideration  be  given  to  clarifying  the  provisions  of  the  bill  with 
this  amendment  so  as  to  obviate  the  limitation  on  the  amount  to  be 
carried  over  and  the  manner  in  which  adjustments  are  to  be  effected 
in  the  Department  of  Defense  appropriations  after  the  close  of  the 
fiscal  year. 

Mr.  McCormack.  Any  questions,  Mr.  Jones? 

Mr.  Jones.  How  much  time  would  it  require  the  Department 
of  Defense  to  obtain  appropriated  funds  to  make — to  liquidate  these 
contingent  liabilities? 

Mr.  Lanman.  In  the  first  place,  we  would  have  procured  an 
appropriation  estimated  to  be  adequate  to  cover  it.  If  we  submit 
a  second  request  for  funds,  we  would  have  to  go  through  the  budget 
cycle  a  second  time.  Actually,  the  money  has  already  been  appropri¬ 
ated,  and  is  in  the  Department  for  the  purposes  of  liquidating  these 
obligations  which  were  entered  into  during  the  fiscal  year.  We 
would  feel  that  even  from  a  congressional  standpoint,  an  additional 
budget  estimate  and  budget  cycle  to  cover  programs  which  had 
already  been  justified  and  financed,  would  be  of  little  value. 

Mr.  Jones.  The  largest  money  items  will  be  from  the  Department 
of  Defense;  would  they  not? 

Mr.  Lanman.  Yes,  sir. 

Mr.  Jones.  So  those  large  items  would  necessarily,  don’t  you 
think,  or  would  feel  that  congressional  examination  of  those  should 
be  made? 

Mr.  Lanman.  If  it  is  recalled  that  what  we  are  doing  is  liquidating 
obligations  incurred  for  programs  already  justified  to  the  Congress - 

Mr.  Jones.  I  understand  that. 

Mr.  Lanman.  We  do  not  believe,  and  I  am  sure  the  other  agencies, 
including  the  General  Accounting  Office,  agree  that  there  is  no 
suggestion  of  relaxation  of  congressional  control  here. 
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Mr.  Jones.  Have  you  experienced  any  difficulty  in  getting  addi¬ 
tional  appropriation  items  for  those  types  of  accounts  that  you 
just  discussed? 

Mr.  Lanman.  Under  normal  circumstances  we  do  not  come  back 
to  the  Congress  for  additional  appropriations  for  items  such  as  this 
unless  the  account  is  actually  in  a  deficiency  status.  With  the  en¬ 
actment  of  this  bill,  that  is  exactly  our  fear.  If  all  that  has  been 
transferred  into  the  account  for  liquidation  of  the  obligations  is  that 
amount  capable  of  having  been  certified  on  the  30th  of  June,  then  we 
would  be  in  a  deficiency  status.  It  is  anticipated,  that  we  would  be 
required  from  time  to  time  to  make  contractors  wait  for  their  money, 
to  make  the  soldier  and  civilian  await  the  congressional  action  on  an 
appropriation  which  had  already  once  been  made  for  the  purpose. 

Mr.  McCormack.  This  was  really  an  escape  clause  from  the  purpose 
of  the  original  bill,  designed,  as  you  say  it  has  been,  to  be  approved 
by  the  Bureau  of  the  Budget.  The  result  is  to  enable  some  flexibility, 
jis  that  right,  without  the  necessity  of  reappropriation? 

Mr.  Lanman.  That  is  correct,  sir. 

Mr.  McCormack.  Is  that  a  substantially  correct  statement? 

Mr.  Lanman.  Could  I  clarify  that  just  one  moment,  sir? 

Mr.  McCormack.  Beg  pardon. 

Mr.  Lanman.  The  amendment  as  submitted  does  not  require  prior 
approval  of  the  Bureau  of  the  Budget.  It  does  require  that  we  report 
to  them. 

Mr.  McCormack.  Yes,  report. 

Mr.  Lanman.  That  is  right. 

Mr.  Jones.  That  is  subsequent  approval. 

Mr.  Lanman.  Well,  it  is  assumed,  sir,  that  if  we  were  abusing 
the  action,  they  could  direct  us  to - 

Mr.  Jonas.  That  is  not  exactly  correct.  As  I  read  this  last  proviso, 
it  says,  “As  the  Director  of  the  Bureau  of  the  Budget  may  require.” 
He  might  require  prior  justification,  might  he  not? 

Mr.  Lanman.  Well,  sir,  I  don’t  believe  the  language  was  intended 
to  convey  that  thought.  It  says — “The  agency  shall  make  such  re¬ 
port  with  respect  to  each  such  restoration  as  the  Director  of  the 
.Bureau  of  the  Budget  may  require.” 

J  Mr.  Jones.  It  says  it  shall  if  the  Bureau  of  the  Budget  requires  it; 
the  Bureau  of  the  Budget  may  require. 

Mr.  Lanman.  That  is  correct. 

Mr.  Jones.  Then  you  shall  report  if  he  requires  it. 

Mr.  Lanman.  That  is  right. 

Mr.  McCormack.  Under  this,  couldn’t  the  Budget  Bureau  require 
you  to  report  before  the  payment  is  made,  for  approval? 

Mr.  Lanman.  The  language,  itself,  of  course,  is  broad  enough  to 
permit  them  to  require  us  to  report  in  advance.  But  I  am  sure  that 
is  not  what  was  intended  by  the  amendment,  nor  does  the  Budget  nor 
the  General  Accounting  Office  understand  it  that  way. 

Mr.  McCormack.  Of  course,  I  think  the  language  is  pretty  plain. 
Where  the  language  is  ambiguous,  that  is  one  thing. 

Mr.  Jonas.  I  think  you  are  correct  on  this,  Mr.  Chairman,  because 
you  see  they  throw  in  these  words:  “each  such  restoration”.  That 
would  imply  that  it  has  already  been  restored. 

Mr.  Jones.  That  is  right.  It  is  just  a  subsequent  report. 
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Mr.  Keller.  I  don’t  think  there  is  any  doubt,  Mr.  Chairman.  In 
my  discussions  with  the  Budget  Bureau,  they  did  not  contemplate 
advance  approval. 

Mr.  McCormack.  They  did  not  contemplate  what? 

Mr.  Keller.  Advance  approval. 

Mr.  McCormack.  Well,  you  gentlemen  know  what  the  negotia¬ 
tions  were,  the  talks;  so,  any  further  questions  on  this  particular 
amendment? 

Mr.  Lanman.  May  I  make  an  additional  statement? 

Mr.  McCormack.  Certainly. 

Mr.  Lanman.  We  agree  with  all  the  other  technical  amendments 
to  the  bill  which  have  been  submitted  by  the  Bureau  of  the  Budget 
which  Mr.  Keller  is  discussing.  We  did  not  say  so  in  our  letter,  but 
that  is  our  position. 

Mr.  McCormack.  Any  further  questions? 

Mr.  Jonas.  One  other,  please,  sir.  ^ 

What  volume  of  accounts  do  you  think  would  be  involved  that  youB 
couldn’t  take  care  of  with  the  no-year  appropriation  language? 

Mr.  Lanman.  Well,  sir,  that  is  a  difficult  question  because  we 
don’t  know.  As  I  say,  the  enactment  of  1311  has,  shall  we  say,  put 
religion  into  the  Department  of  Defense  and  many  of  the  other  agen¬ 
cies  with  respect  to  the  recording  and  reporting  of  obligations,  and  we 
are  busily  engaged  in  seeing  to  it  that  those  rules  are  rigidly  adhered 
to.  However,  that  is  taking  time,  and  to  the  extent  that  we  are 
unable  to  apply  those  rules  rigidly,  we  do  need  room  to  adjust. 

Now,  with  respect  to  the  long  lead-time  items,  which  we  referred  to 
here,  which  are  pm-chased  under  varying  forms  of  contract,  we  find 
that  some  appropriations  are  budgeted  for  the  purposes  of  buying 
some  long  lead-time  items.  I  am  not  able  to  give  you  any  dollar 
estimate  or  any  indication  as  to  the  volume  of  this.  We  can  point 
out  that  some  definition  of  the  words  “long  lead  time”  might  be  of 
interest  here,  and  that  is  that  an  electronic  spare  part,  for  instance, 
might  not  be  considered  what  is  called  a  major  item  or  a  major  long 
lead-time  item,  taking  2  or  3  years,  but  it  might  take  as  much  as  15 
to  18  or  20  months  to  make. 

Mr.  Jonas.  But  wouldn’t  it  be  covered  with  the  no-year  limitation?^] 

Mr.  Lanman.  No,  sir;  not  all  of  them,  sir.  It  is  a  question  of  the^j 
budget  structure,  which  we  are  also  working  on,  to  get  it  rearranged  to 
the  point  where  the  no-year  appropriation  will  largely  resolve  our 
fiscal  year  limitation  problems.  But  we  have  not  got  that  completed, 
sir. 

Mr.  Jonas.  Well,  if  the  no-year  appropriation  language  did  cover 
all  of  your  lead-time  procurement,  and  we  were  dealing  only  with 
procurement  outside  of  that  field,  there  would  be  no  more  reason  for 
this — for  you  to  need  this  amendment  in  the  Defense  Department 
than  in  any  other  department  of  the  Government,  would  there? 

Mr.  Lanman.  That  is  correct,  sir. 

Mr.  Jonas.  I  mean,  if  the  other  departments  can  live  under  it,  the 
Defense  Department  perhaps  should. 

Mr.  Lanman.  Well,  to  the  extent  that  they  had  items  that  were  15 
to  18  months  delayed  in  delivery  after  ordering,  had  price  escalation 
or  cost-reimbursement  type  provisions  in  them,  they  would  have  the 
same  problem  we  did,  irrespective  of  whether  it  was  a  major  item 
taking  3  to  4  years. 
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Mr.  McCormack.  Suppose  this  amendment  was  not  agreed  to  by 
the  committee,  what  would  be  the  position  of  the  Department  of 
Defense  on  the  bill? 

If  you  are  not  in  a  position,  just  simply  tell  me  that  you  are  not  in 
a  position,  and  I  will  respect  your  view  now.  If  that  is — I  never 
intentionally  submit  ony  witness  to — I  would  submit  the  head  of  an 
agency,  but  I  have  a  profound  respect  for  your  position. 

Mr.  Lanman.  Thank  you,  sir. 

Mr.  McCormack.  I  don’t  want  you  to  answer  a  question  that  later 
might  result  in  some  embarrassment. 

Mr.  Lanman.  Our  basic  position  on  this  proposal  was  that  we  are 
completely  in  accord  with  the  suggestion  that  the  certified  claims  be 
handled  within  the  agencies,  and  we  think  that  the  other  aspect  of 
the  bill  is  a  very  large  step  in  the  direction  of  Hoover  Commission 
recommendation  No.  17,  with  which  we  are  in  hearty  accord.  We 
felt  that  we  wanted  to  cooperate,  and  we  wanted  to  be  able  to  join 
iwith  the  other  agencies  in  making  this  proposal  work.  And  we  feel 
That  we  would  find  it  to  some  extent  unworkable  unless  the  amend¬ 
ment  were  adopted. 

Mr.  McCormack.  Now,  on  the  question  of  determination,  it  says 
that  when  it  is  determined  necessary  by  the  head  of  the  agency  con¬ 
cerned,  that  a  portion  of  the  remaining  balance  withdrawn  is  required 
to  liquidate  obligations  and  effect  adjustments.  When  can  that  de¬ 
termination  be  made?  It  must  necessarily  be  after  the  fiscal  year. 

Air.  Lanman.  That  is  correct,  sir. 

Mr.  AIcCormack.  And  goes  into  the  2-year  period,  is  that  right? 

Mr.  Lanman.  That  is  right. 

Mr.  McCormack.  Mr.  Keller  told  us  that  the  unobligated  amounts 
come  back  into  the  Treasury. 

Mr.  Keller.  That  is  right. 

Mr.  AIcCormack.  This  enables  a  grip  to  be  held  on  the  unobligated 
amounts,  projecting  into  the  2-year  period. 

Air.  Lanman.  That  is  right,  sir. 

Now,  I  wouldn’t  want  to  get  too  complicated,  sir,  but  perhaps  I 
could  put  an  example  on  the  table. 

We  have  an  Aimy — let’s  say  an  Army  finance  officer  who  pays  the 
kbills.  He  has  files  on  all  the  contracts,  and  when  the  30th  of  June 
'comes  around  he  knows  and  the  contracting  officer  knows  that  they 
can’t  obligate  any  more  of  the  money.  But  the  contractor  is  still 
driving  up  with  the  truck  delivery,  and  will  continue  to  do  so  as  long 
as  there  remains  any  undelivered  portion  of  the  contract,  and  the 
finance  officer  has  got  to  pay  the  bill,  and  he  has  to  pay  the  bill  as 
stated  by  the  contract. 

Now,  that  contract  may  be  recorded  as  an  obligation  for  $1  million, 
the  money  being  available  to  the  contracting  officer  in  that  amount, 
and  he  has  got  it  on  his  books,  and  he  continues  to  administer  it.  This 
is  of  no  particular  concern  to  the  echelons  above  him,  of  the  Depart¬ 
ment;  business  is  going  on  as  usual;  the  contractor  is  getting  paid. 
If,  however,  tnat  contract  had  a  price-escalation  clause  in  it,  protecting 
the  contractor  so  that  he  coidd  get  paid  for  increased  labor  costs,  and 
so  forth,  then  the  obligation  under  the  contract  may  increase  sometime 
after  the  30th  of  June  to  cover  that  provision.  The  finance  officer 
will  need  the  money  to  pay  the  contract. 

Now,  there  may  be  other  money  within  that  appropriation  over  all 
defense  establishments,  but  with  contracting  officers  needing  it  to 
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meet  bills  with.  So  that  if  it  is  a  substantial  sum  of  money  and  not 
readily  available  by  withdrawal  from  other  finance  officers,  then  we 
would  ask  for  a  restoration  of  some  of  this  balance. 

Mr.  McCormack.  You  wouldn’t  ask  for  restoration,  you  would 
make  a  restoration  according  to  what  you  said? 

Mr.  Lanman.  That  is  right. 

Mr.  McCormack.  Then  you  would  notify  the  Bureau  of  the  Budget 
afterwards. 

Mr.  Lanman.  Yes. 

Mr.  McCormack.  In  other  words,  there  is  nothing  they  could  do. 

It  is  just  simply  a  report. 

Mr.  Lanman.  That  is  correct. 

Mr.  McCormack.  What  about  notifying  the  Director  of  the  Budget 
before  you  make  the  restoration? 

Mr.  Lanman.  Well,  if  that  would  serve  a  purpose  of  the  Bureau  of 
the  Budget— I  don’t  believe  we  would  have  any  objection,  although 
they  indicated  that  under  such  an  arrangement  as  this,  it  would  serve#* 
no  useful  purpose  for  them  to  examine  or  attempt  to  approve  on  aJ 
case-by-case  basis,  since  it  is  largely  a  question  of  administration  of 
funds  within  the  Department  of  Defense. 

I  would  like  to  point  out,  too,  if  I  may,  that  at  the  end  of  the  fiscal 
year  within  which  this  occurs,  the  bill  provides  that  anything  that  is 
left  over  goes  back  into  the  Treasury  again.  So  that  we  don’t  gain 
anything,  and  all  we  want  is  to  cover  the  possibility  that  we  don’t 
have  the  money  in  the  till  to  pay  a  bill  or  to  adjust  an  obligation 
upward. 

Mr.  McCormack.  You  just  said  it  goes  back  into  the  Treasury, 
but  then  a  little  while  ago  you  said  that  this  amendment  will  enable, 
within  the  2-year  period,  a  restoration.  So  it  doesn’t  go  back  into 
the  Treasury  immediately. 

Mr.  Lanman.  It  would  have  reverted  to  the  Treasury,  sir,  and  we 
would  have  to  go - 

Mr.  Jonas.  He  means  it  doesn’t  restore  it,  because  they  spend  it. 

Mr.  McCormack.  I  know.  But  restoration  could  be  within  the 
2-year  period  after  the  end  of  the  fiscal  year. 

Mr.  Lanman.  The  restoration  might  take  place  at  any  time  that 
the  situation  which  I  just  described  arose.  Ml 

Mr.  McCormack.  They  wouldn’t  need  it  during  the  fiscal  year*'' 
the  restoration,  would  you? 

Mr.  Lanman.  Not  during  the  fiscal  year  of  obligations,  that 
is  right. 

Mr.  McCormack.  Yes. 

Air.  Lanman.  There  is  one  thing  that  we  have  to  tie  to — the  fact 
that  this  appropriation  was  initially  made  by  the  Congress  for  the 
purpose  for  which  we  are  spending  it. 

Mr.  McCormack.  Yes.  But  this  bill  here  doesn’t  concern  any 
money  appropriated  and  obligated  in  the  fiscal  year. 

Mr.  Lanman.  No,  sir. 

Mr.  McCormack.  It  concerns  the  money  appropriated  for,  say,  a 
specific  purpose  and  unobligated. 

Mr.  Lanman.  That  is  correct,  sir. 

Mr.  McCormack.  And  this  amendment  here  will  enable  the  agency 
to  still  have  control  over  unobligated  appropriated  money. 
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Mr.  Lanman.  Only  for  the  purpose  of  meeting  obligations  which 
were  properly  adjusted  upward  after  the  close  of  the  fiscal  year,  that 
is  the  only  reason. 

Mr.  McCormack.  Well,  all  right.  I  get  it. 

In  other  words,  this  is  a  staggering  step  forward,  in  my  opinion. 

[Laughter.] 

Mr.  Lanman.  Mr.  Chairman,  as  I  say,  we  now  have  an  executive 
branch  position,  so  we  will  refrain  from  further  comment. 

Mr.  Jonas.  Couldn’t  the  language  be  changed  to  tie  more  closely 
to  the  situations  you  have  described?  I  mean  where  obligations  have 
already  been  made,  when  it  is  determined  that  they  were  not  sufficient 
due  to  contingencies  that  come  up  later  to  liquidate  the  account? 
Now,  I  can  see  where  they  might  not — we  probably  shouldn’t  expect 
them  to  have  to  go  back  through  the  entire  budget  process  and  back 
through  Congress  for  more  money.  But  I  don’t  know  that  this 
amendment  restricts  it  to  that  sort  of  situation. 

Mr.  Lanman.  We  believe  it  does,  sir. 

Mr.  Jonas.  How  do  you? 

Mr.  Lanman.  When  a  portion  of  the  remaining  balance  is  withdrawn 
required  to  liquidate  obligations  and  effect  adjustments. 

Mr.  Jonas.  Liquidate  obligations  made  during  the  fiscal  year? 

Mr.  Lanman.  It  would  not  have  been  an  obligation  within  the 
definition  of  1311  unless  it  had  been,  sir. 

Mr.  Jonas.  You  don’t  think  the  further  descriptive  language  is 
necessary,  then? 

Mr.  Lanman.  We  are  attempting,  sir,  to  so  enhance  the  value  of 
1311  that  we  would  like  that  word  "obligation”  to  mean  only  what 
1311  says  it  means. 

Mr.  Henderson.  Mr.  Lanman,  would  this  provision  enable  the 
Department  of  Defense  to  do  anything  that  it  can’t  do  already  under 
existing  law? 

Mr.  Lanman.  Under  existing  law  we  have  complete  control  of  the 
account  until  the  expiration  of  the  2-year  period  now  provided  in  the 
Certified  Claims  Act,  and  can  do  anything  necessary  to  liquidate  an 
obligation  which  was  valid  or  turned  out  to  be  valid  as  of  the  close  of 
the  fiscal  year  in  which  the  appropriation  was  available  for  obligation. 
We  can  do  this  now. 

Mr.  Henderson.  In  other  words,  you  can  restore,  make  a  restora¬ 
tion  of  this  kind  after  the  2-year  period  has  lapsed? 

Mr.  Lanman.  No.  The  money  is  completely  under  our  control 
until  the  end  of  the  2-year  period.  After  that  date  then  we  must 
submit  to  the  General  Accounting  Office,  under  the  pro  forma  claims 
settlements,  procedures  mentioned  earlier  today.  Now,  I  would  like 
to  point  out  that  one  time — I  believe  it  was  in  our  Appropriation  Act 
of  1955,  when  there  were  substantia]  amounts  of  outstanding  unpaid 
obligations  from  annual  appropriations  of  all  of  the  services — some  of 
the  balances  were  remaining  in  old  annual  accounts  which  were  used 
before  Congress  gave  us  the  authority  for  no-year  money  in  most  of 
the  long-lead  time  items.  Congress  authorized  us  to  settle  these 
amounts  without  regard  to  the  certified  claims  procedures.  One  of 
the  principal  reasons  for  this  was  to  permit  the  contractors  to  be  paid 
in  a  timely  fashion  and  to  relieve  the  General  Accounting  Office  of  the 
burden  of  selling  substantial  amounts  of  claims. 

Mr.  Henderson.  Thank  you. 
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Mr.  Jonas.  Why  do  you  add  “and  effect  adjustments”  if  it  is  re¬ 
quired  only  to  liquidate  obligations?  Isn’t  that  surplusage? 

Mr.  Lanman.  Sir,  without  getting  too  complicated  with  operations, 
in  the  military  pay  accounts,  just  for  an  instance,  we  must  operate 
those  on  what  are  called  open  allotments.  This  is  all  authorized  and 
provided  for  both  under  law  and  regulation,  it  is  understood  clearly. 
It  may  be  that  a  finance  officer  paid  the  troops.  He  must  pay  them. 
And  it  suddenly  turned  out  that  he  didn’t  actually  have  enough  money 
in  the  allotment  to  do  it.  Now,  they  have  been  paid.  The  expendi¬ 
ture  has  been  made.  But  we  would  ask  for  the  restoration  for  the 
purposes  of  adjusting  the  accounts,  and  we  should  in  such  a  case  as 
this. 

Mr.  McCormack.  Is  there  any  general  objection,  in  a  sort  of 
informal  way,  to  the  adoption  of  this  amendment? 

Mr.  Jones.  I  would  be  opposed  to  it,  Mr.  Chairman,  on  the  grounds 
if  the  provisions  of  this  amendment  prevail  I  see  no  reason  for  the  bill. 
It  gives  them  all  the  rights  to  utilize  the  unliquidated  funds,  and  so— 
the  testimony  as  given  by  Mr.  Keller — I  see  we  accomplish  very 
little  by  this  type  of  legislation. 

Mr.  Lanham.  May  I  make  one  more  comment? 

Mr.  McCormack.  Yes,  sir. 

Mr.  Lanham.  We  would  not  have  any  more  money  available  to  us 
than  we  do  now. 

Mr.  Jones.  That  is  not  the  question.  The  question  is  the  use  of 
the  money.  In  the  amendment  it  is  the  use  of  the  money  for  the 
additional  time  period  which  you  already  do  not  have.  You  say  the 
unobligated  balances  could  be  used  during  the  2-year  fiscal  period 
after  the  appropriation  year. 

Mr.  Lanham.  Only  for  the  purpose  of  doing  what  is  now  being  done, 
that  is  liquidating  obligations  incurred  only  during  the  fiscal  year  for 
which  the  money  was  available  for  obligation,  only  for  that  purpose, 
and  to  settle  the  claims,  sir,  which  might  arise  and  about  which  we  do 
not  know. 

Mr.  Jones.  That  is  right.  That  is  the  whole  point. 

Mr.  Lanham.  But  under  no  circumstances  would  there  be  any 
more  money  available  to  the  agency.  It  is  simply  that  the  certified 
claims  procedure  which  is  now  in  effect  and  which  the  General  Account¬ 
ing  Office  and  the  Bureau  of  the  Budget  and  all  of  us  indicate  is  no 
more  than  a  pro  forma  examination  of  these  claims,  is  all  that  is 
intended  to  be  dispensed  with  here. 

Air.  Jones.  Eliminated.  As  far  as  the  Department  of  Defense  is 
concerned  you  would  eliminate  the  scrutiny  that  is  made  now  by  the 
General  Accounting  Office  on  those  types  of  claims? 

Mr.  Lanman.  I  think  their  witnesses  testified,  sir,  that  there  is 
largely  a  pro  forma  scrutiny  on  their  part  and  results  in  a  little  more 
than  a  duplication. 

Mr.  Jones.  If  that  is  all  it  is,  we  can  have  a  very  simple  amendment 
to  exempt  all  agencies  from  that  pro  forma  type  of  operation. 

Mr.  Jonas.  Mr.  Chairman,  if  you  are  through,  Bob - 

Air.  Jones.  Yes. 

Mr.  Jonas.  I  do  not  go  quite  as  far  as  Mr.  Jones.  I  do  not  believe 
this  amendment  completely  destroys  the  effect  of  the  bill.  I  think 
it  weakens  it  considerably  but,  even  with  the  amendment  in  it,  I  think 
there  is  a  lot  to  be  said  for  the  bill.  While  I  would  rather  have  not 
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seen  the  amendment  in  there,  I  think  this  explanation  somewhat 
satisfies  me  that  the}7  might  need  the  amendment. 

Mr.  McCormack.  Mr.  Keller,  do  you  place  the  General  Accounting 
Office  in  favor  of  this  amendment? 

Mr.  Keller.  Our  opinion  is  that  we  think  that  there  are  going  to 
be  cases  where  obligations  have  not  been  estimated.  In  other  words 
you  may  have  understated  the  obligation.  But  at  the  same  time  you 
are  going  to  have  other  cases  mvolved  in  the  same  appropriation  where 
you  have  overstated  the  obligation.  The  result,  I  think,  will  be  that 
the  two  will  come  pretty  close  to  balancing. 

Mr.  Jones.  Let  me  ask  you  a  question.  You  are  talking  about  all 
the  agencies  involved;  are  you  not? 

Mr.  Keller.  The  accounts  break  down  by  individual  agencies 
and  by  appropriations.  We  might  take  “Pay  of  the  Army,”  for 
example.  You  are  going  to  have  overobligations  in  that  account  and 

)you  are  going  to  have  underobligations.  I  think  there  is  a  good  chance 
it  will  balance  itself  off.  But  until  you  get  into  actual  operation  you 
cannot  prove  it  will  balance  itself  off. 

Mr.  McCormack.  Do  you  favor  the  amendment  or  not? 

Mr.  Keller.  I  favor  it  on  this  basis:  I  do  not  think  it  will  be  used, 

but  if  by  chance  it  has  to  be  used - 

Mr.  McCormack.  Suppose  it  is  used? 

Mr.  Jonas.  Off  the  record. 

(Discussion  off  the  record.) 

Mr.  Keller.  We  have  approved  the  amendment,  Mr.  Chairman. 
Mr.  Lanman.  May  I  make  one  more  observation? 

Mr.  McCormack.  Surely. 

Mr.  Lanman.  I  think  we  would  fairly  say  that  ultimately  the 
account  would  balance.  We  think  this  is  possible.  But  we  do  not 
know,  and  neither  does  the  General  Accounting  Office,  nor  does  the 
Bureau  of  the  Budget,  and  the  Defense  Department  has  the  addi¬ 
tional  problem  of  administering  the  account  and  paying  the  bills 
without  interruption. 

Mr.  McCormack.  Of  course,  you  people  want  to  get  rid  of  going 
to  the — before  the  act — to  the  General  Accounting  Office  on  these 
claims. 

J  Mr.  Lanman.  Mr.  Chairman,  as  far  as  we  are  concerned,  we  are 
/  doing  all  the  work  now  anyway. 

Mr.  Keller.  Not  all  of  it.  [Laughter.] 

Mr.  Lanman.  Well,  everything  except  the  pro  forma  settlement. 
We  develop  the  claim,  we  state  the  amount  due,  we  provide  all  the 
papers,  we  submit  it  to  the  GAO  and  they  put  a  certificate  on  the  top 
of  it;  they  send  it  back  to  us  and  our  disbursing  officer  pays  it. 

Now,  as  far  as  we  are  concerned,  we  think  it  is  good  for  the  Govern¬ 
ment  to  save  money  by  disposing  of  unnecessary  activity,  and  we  think 
that  is  a  good  recommendation.  However,  we  have  no  particular 
desire  or  urgent  wish  to  take  over  the  business. 

Mr.  Henderson.  Mr.  Lanman,  suppose  this  provision  was  not  in¬ 
cluded  in  the  bill  and  a  situation  arose  that  you  fear,  what  would  be 
your  remedy  in  that  case? 

Mr.  Lanman.  The  first  thing  we  would  have  to  do,  sir,  is  make  a 
worldwide  examination  of  everybody’s  allotment — that  is,  anybody 
who  was  holding  any  of  the  money  in  that  account  from  that  appro¬ 
priation — to  see  whether  or  not  there  was  enough  in  there  to  pay  the 

bill. 
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If  there  was  not  enough  money  left  in  the  appropriation  account 
to  pay  the  bill,  we  would  come  to  the  Congress  for  a  deficiency  appro¬ 
priation.  In  the  meantime,  the  contractor  would  be  waiting. 

Mr.  Jones.  What  do  you  do  now? 

Mr.  Lanman.  What  do  we  do  now? 

Mr.  Jones.  Yes. 

Mr.  Lanman.  For  2  years  after  the  appropriation  expires  for  obli¬ 
gations,  we  have  full  control  of  the  money  with  respect  to  liquidating 
valid  obligations  that  existed  on  the  30th  of  June  and  settling  claims 
that  arose. 

Mr.  Jones.  You  make  this  worldwide  tour  then  to  determine  it; 
do  you? 

Mr.  Lanman.  As  far  as  we  are  concerned,  sir,  the  original  allot¬ 
ment  which  the  finance  officer  had  is  adequate  for  the  program,  should 
be  adequate  for  the  program  that  he  has.  But  to  the  extent  that 
there  are  unforeseeable  contingencies - 

Mr.  Jones.  Without  the  amendment  proposed  here,  would  you  not 
have  greater  latitude  than  you  have  at  the  present  time? 

Mr.  Lanman.  Without  the  amendment? 

Mr.  Jones.  Yes,  sir. 

Mr.  Lanman.  No,  sir. 

Mr.  Jonas.  Is  this  not  true:  We  are  taking  2  years  away  from  you 
in  the  bill,  unless  the  amendment  is  on;  are  we  not? 

Mr.  Lanman.  You  mean  without  this  legislation  at  all  we  have 
more  flexibility  now?  If  that  is  what  you  meant,  the  answer  is  “Yes.” 

Mr.  Jones.  All  right;  how  do  you  have  greater  flexibility? 

Mr.  Lanman.  For  2  years  the  money  is  under  the  control  of  the 
department  concerned  for  the  liquidation  of  obligations  validly  in¬ 
curred  prior  to  the  expiration  of  the  fiscal  year. 

Mr.  Jones.  The  bill  as  written  at  the  present  time — would  you 
not  have  the  same  latitude? 

Mr.  Lanman.  No,  sir.  The  bill  as  written  would  take  the  unobli¬ 
gated  balance  as  of  the  end  of  the  first  year  and  put  it  back  in  the 
Treasury  and  we  would  not  have  a  dime,  except  that  we  had  obligated. 

Mr.  Jones.  Mr.  Chairman,  that  is  a  little  bit  different  than  I 
understood  the  situation. 

Mr.  Jonas.  That  is  the  way  I  understand  it.  Is  that  the  way  you 
understand  it? 

Mr.  Keller.  Yes. 

Mr.  McCormack.  Suppose  you  put  in  there — - 

Provided,  further,  That  prior  thereto  the  head  of  the  agency  concerned  shall  make 
a  report  with  respect  to  each  such  restoration  as  the  Director  of  the  Budget  may 
require. 

Mr.  Lanman.  I  believe  we  would  have  no  objection  to  that. 

Mr.  McCormack.  Does  that  meet  your  objection?  I  think  that 
would  strengthen  the  amendment  and  probably  meet  your — I  can 
see  where  you  have  to  have  some  flexibility.  I  can  see  that.  And 
any  questions  I  asked  were  for  the  purpose  of  developing  facts,  not 
indicating  any  state  of  mind  on  my  part. 

Mr.  Lanman.  Right. 

Mr.  McCormack.  But  just  to  develop  facts.  But  I  can  also  see 
going  up  the  hill  and  down  the  hill  again;  that  is  what  it  is  like.  I 
can  see  where  there  would  be  a  situation  arise  and  you  get  into  more 
or  less  of  a  straitjacket,  but  there  would  be  no  difficulty  in  taking 
those  matters  up  with  the  Bureau  of  the  Budget  first,  would  there? 
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Mr.  Lanman.  It  has  been - 

Mr.  McCormack.  I  am  not  asking  you  to  bind  the  Defense  Depart¬ 
ment. 

Mr.  Lanman.  It  lias  been  the  Bureau  of  the  Budget’s  thought  that 
if  they  knew  about  it  after  the  fact  and  for  the  purposes  of  detecting 
whether  there  was  any  abuse  of  the  provision  or  not,  that  would  be 
adequate  for  their  purpose. 

I  do  not  believe  we  would  have  any  substantial  objection  to  report¬ 
ing  to  them  ahead  of  time.  I  do  not  know  whether  the  mechanics 
requiring  a  report  would  occasion  any  serious  administrative  difficulty 
or  not.  But  I  would  assume  they  would  not. 

Mr.  Jonas.  You  would  be  bringing  a  second  government  agency 
or  control  group  into  the  picture,  which  might  have  a  tendency  to - - 

Mr.  Jones.  Why  bring  the  budget  in  at  all  if  you  are  going  to  leave 
them  the  latitude  they  want  under  existing  law? 

Mr.  Lanman.  I  think  we  would  feel  as  long  as  it  was  a  report  which 
Would  not  require  prior  approval — as  we  envision  the  possibility 
of  the  thing  occurring  at  all — it  would  be  under  circumstances  where 
we  would  certainly  want  to  expedite  the  action  in  order  to  pay  the 
bills. 

Mr.  McCormack.  Would  something  along  that  line  meet  with 
some  of  your  objections? 

Mr.  Jones.  That  is  all  right.  Going  to  the  budget,  as  far  as  I  am 
concerned,  going  to  the  budget  at  all  should  not  be  a  requirement. 
Just  exempt  them  from  the  operation  of  the  act. 

Mr.  McCormack.  What  is  the  next  amendment,  Mr.  Keller?  I 
have  to  leave  you  shortly. 

Mrs.  Harden.  Mr.  Chairman,  I  regret  it  was  impossible  for  me  to 
be  present  for  the  entire  hearing.  The  Post  Office  and  Civil  Service 
Committee,  of  which  I  am  a  member,  is  sitting  at  the  same  time. 

Mr.  McCormack.  I  got  the  note. 

What  is  the  next  amendment? 

Mr.  Keller.  The  next  amendment,  Mr.  Chairman,  is  on  page  2 
lines  23  and  24.  Take  the  words  “as  of  the  close  of  the  fiscal  year,” 
and  place  them  after  the  word  “account”  on  line  21. 

.  Mr.  McCormack.  Now,  is  there  any  general  objection  to  that? 

)  Mr.  Keller.  That  is  a  technical  amendment. 

Mr.  McCormack.  All  right.  What  is  the  next  one? 

Mr.  Keller.  The  next  amendment  is  on  page  3,  lines  11  and  12, 
change  the  wTord  “required”  to  read  “made”  and  after  “subsection  (a),” 
insert  “and  (b).”  “Subsection”  should  be  made  plural.  That  is 
also  a  technical  amendment. 

Mr.  McCormack.  No  objection  to  that,  it  is  agreed  to. 

What  is  the  next  amendment? 

Mr.  Keller.  The  next  amendment  is  on  page  4,  lines  8  and  9. 
Delete  the  words  “activity  responsible  for  the  liquidation  of  the 
obligations  chargeable  to  such  accounts.”  That  is  through  the  end 
of  line  9.  And  insert  the  words  “agency  concerned.” 

Mr.  McCormack.  What  about  the  subdivision? 

Mr.  Keller.  I  do  not  think  we  need  the  subdivision  in  this  case. 
This  is  a  requirement  that  the  agency  make  a  review  of  the  accounts. 

Mr.  McCormack.  All  right. 

Any  objection  to  generally  approving  that  amendment? 

(No  response.) 
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Mr.  McCormack.  All  right. 

Mr.  Keller.  On  page  4,  line  14,  change  the  word  “shall”  to  “may.” 
That  is  to  tie  in  with  the  provision  we  were  just  discussing  with  the 
Department  of  Defense.  This  section  as  written  requires  that  a 
deficiency  in  the  obligated  balance  must  be  paid  out  of  the  current 
appropriation.  The  amendment  makes  it  permissive  rather  than 
mandatory. 

Mr.  McCormack.  That  relates  back  to  the  amendment  we  are  a 
little  uncertain  about? 

Mr.  Keller.  That  is  right. 

Mr.  McCormack.  If  that  is  agreed  upon  generally,  we  will  accept 
that. 

All  right? 

(No  response.) 

Mr.  McCormack.  What  is  the  next  one? 

Mr.  Keller.  Page  6,  line  10.  Change  the  word  “activity”  to 
“agency  or  subdivision  thereof.”  That  ties  back  with  the  amendment 
in  the  first  section. 

Mr.  McCormack.  Without  objection,  that  will  be  generally  agreed 
to. 

What  is  the  next  one? 

Mr.  Keller.  Page  6,  line  17.  Strike  the  words  “or  will  not  be 
undertaken  or  continued.”  The  reason  for  that  amendment  is— — ■ 

Mr.  McCormack.  Would  you  not  put  a  semicolon  after  “fulfilled”? 

Mr.  Keller.  Yes,  sir. 

Mr.  McCormack.  Semicolon  after  “fulfilled.” 

Mr.  Keller.  Yes,  sir. 

Air.  McCormack.  All  right. 

Mr.  Keller.  The  reason  for  the  amendment  is  that  the  original 
language  puts  the  head  of  the  agency  in  the  position  of  making  the 
determination  that  a  particular  program  authorized  by  Congress  will 
not  be  undertaken  or  continued. 

Mr.  McCormack.  Any  objections  generally  to  agreeing  to  that 
amendment? 

What  is  the  next  one? 

Mr.  Keller.  The  next  one  is  a  new  subsection  “(f)”  in  section  7. 

Do  you  want  me  to  repeat  that  again,  sir?  We  went  over  that1 
earlier. 

Air.  AIcCormack.  Yes. 

Mr.  Keller.  The  new  subsection  (f)  reads:  “Any  provisions”- — - 
and  we  are  talking  about  repealing  provisions  of  law — “except  those 
contained  in  appropriation  acts  for  fiscal  year  1956  and  1957,  per¬ 
mitting  an  appropriation  to  remain  available  for  expenditure  for  any 
period  beyond  that  which  it  is  available  for  obligations,  but  this 
subsection  shall  not  be  effective  until  June  30,  1957.” 

Mr.  McCormack.  Any  objections  to  generally  agreeing  to  that 
amendment? 

(No  response.) 

Mr.  AIcCormack.  All  right. 

Any  other  amendment? 

Air.  Keller.  A  new  section  9,  which  is  an  authorizing  section.  It 
reads,  “The  inclusion  in  appropriation  acts  of  provisions  excepting 
any  appropriation  or  appropriations  from  the  operations  of  the  pro¬ 
visions  of  this  act  and  fixing  the  period  for  which  such  appropriation 
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or  appropriations  shall  remain  available  for  expenditure  is  hereby 
authorized.” 

The  section  may  avoid  a  point  of  order  being  raised  against  an 
appropriation  act,  provision  which  would  allow  an  appropriation  to 
remain  available  for  expenditure  longer  than  it  is  available  for 
obligation. 

Mr.  Jones.  The  appropriation  committee  would  have  that  author¬ 
ity  whether  this  amendment  was  added  or  not? 

Mr.  Keller.  Yes;  but  a  point  of  order  might  be  raised. 

Mr.  McCormack.  Would  that  not  raise  a  question  of  a  point  of 
order  involving  an  appropriation?  When  you  go  into  that,  you  are 
liable  to  have — under  the  rules  of  the  House,  you  are  liable  to  have 
a  point  of  order  directed  against  the  bill. 

Mr.  Jones.  This  would  eliminate  it. 

Mr.  Keller.  It  would  eliminate  the  point  of  order  against  the 
appropriation  act.  I  think  it  would  be  proper  for  inclusion  in  this  bill. 

\  Mr.  Jones.  As  I  understand  it - 

/  Mr.  McCormack.  I  see,  I  get  it.  I  see. 

All  right.  Is  there  any  objection  generally  to  that  proposed  amend¬ 
ment? 

(No  response.) 

Mr.  McCormack.  Let  me  ask  you,  Mr.  Keller:  The  General 
Accounting  Office  recommends  this  bill  with  these  amendments? 

Mr.  Keller.  Yes,  sir. 

Mr.  McCormack.  We  are  having  sort  of  an  informal  situation  here 
because  I  would  like  to  get  this  disposed  of.  I  have  to  go  to  the  floor. 
There  is  no  objection,  then,  to  the  language  being  put  in  the  amend¬ 
ment  that  has  been  quite  extensively  discussed,  providing  that  prior 
to  the  restoration  it  shall  go  the  Bureau  of  the  Budget? 

Mr.  Lanman.  Report;  yes,  sir. 

Mr.  McCormack.  Report;  yes,  sir. 

Would  that  meet  your  objection?  I  will  not  say  meet  your  objec¬ 
tion — it  does  not  meet  my  objection,  but  I  go  along  with  it.  Would 
you  go  along  with  it? 

Mr.  Jones.  I  guess  I  could  go  along. 

Mr.  McCormack.  How  do  the  other  members  feel  about  the  bill? 
\  (No  response.) 

/  Mr.  McCormack.  All  right. 

I  will  entertain  a  motion  to  report  the  bill  favorably  with  all  amend¬ 
ments  to  the  full  committee. 

Mr.  Jones.  I  make  such  a  motion. 

Mrs.  Harden.  Seconded. 

Mr.  McCormack.  All  right. 

Question  on  the  motion? 

The  ayes  have  it. 

The  other  witnesses  may  put  their  statements  in  the  record,  if 
they  desire. 

Mr.  Jonas.  Do  we  have  any  witnesses  opposing  the  bill? 

Mr.  McCormack.  Anybody  here  opposing  the  bill? 

(No  response.) 

Mr.  McCormack.  Any  other  witnesses  with  prepared  statements, 
we  will  be  very  glad  to  have  them  put  into  the  record. 
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STATEMENT  OF  GILBERT  L.  CAKE,  ASSOCIATE  COMMISSIONER, 
BUREAU  OF  ACCOUNTS,  TREASURY  DEPARTMENT 

Mr.  Cake.  Mr.  Chairman  and  members  of  the  committee,  I  am 
glad  to  testify  on  behalf  of  the  Treasury  Department  concerning 
H.  R.  9593,  a  bill  to  simplify  accounting,  facilitate  the  payment  of 
obligations,  and  for  other  purposes. 

This  bill  contemplates  two  major  changes  with  respect  to  the  manner 
in  which  claims  would  be  paid  and  accounted  for  after  the  related 
appropriations  have  ceased,  by  limitation  of  law,  to  be  available  any 
longer  for  making  contracts  or  otherwise  financially  obligating  the 
Government. 

Under  the  present  law,  the  General  Accounting  Office  reviews  and 
settles  claims  against  lapsed  appropriations  and,  in  that  connection, 
is  keeping  more  than  30,000  accounts  for  old  balances  as  a  means  of 
insuring  that  no  claim  is  paid  that  would  create  a  deficiency  involving  a 
lapsed  appropriation.  £ 

First,  however,  the  administrative  agencies  concerned  do  the  work™; 
of  ascertaining  the  facts  and  documenting  the  claims,  including  recom¬ 
mendations  thereon,  to  be  reviewed  and  settled  in  the  General 
Accounting  Office. 

Under  the  bill,  this  work  by  the  administrative  agencies  would  still 
have  to  be  done  but  the  claims,  except  those  involving  doubtful 
questions  of  law  or  fact,  would  be  certified  as  correct  for  payment  by 
authorized  disbursing  officers  without  first  being  referred  to  the 
General  Accounting  Office  for  approval.  Of  course,  such  adminis¬ 
trative  action  would  be  subject  to  independent,  postaudit  review  by 
the  General  Accounting  Office. 

Also  under  present  law,  Federal  agencies  generally  must  keep  3 
separate  accounts  with  respect  to  each  appropriation  title;  namely, 

1  account  for  the  appropriation  for  the  current  fiscal  year  and  1  each 
for  the  expired  appropriations  for  the  2  preceding  years. 

This  is  true  of  appropriations  limited  to  a  year  or  other  period  of 
time;  which,  disregarding  trust  funds,  are  the  great  majority. 

After  an  appropriation  has  remained  on  the  books  of  the  Govern¬ 
ment  for  2  fiscal  years  following  that  for  which  the  appropriation  is 
made,  the  entire  balance,  including  the  unobligated  portion,  lapses^ 
and  is  carried  to  a  consolidated  account  for  the  payment  of  claims™ 
against  all  lapsed  appropriations. 

As  I  previously  mentioned,  these  claims,  usually  referred  to  as 
certified  claims,  are  being  submitted  under  present  law  to  the  General 
Accounting  Office  for  approval  before  payment. 

Under  the  bill,  one-third  of  the  appropriation  accounts,  and  one- 
third  of  the  innumerable  allotment  or  other  subaccounts  related  to 
such  appropriation  accounts,  which  are  scattered  among  the  different 
agencies  of  the  Government,  would  be  eliminated.  Also,  the  more 
than  30,000  accounts  kept  by  the  General  Accounting  Office  with 
respect  to  lapsed  appropriations  woidd  be  discontinued.  Only  2, 
instead  of  3  accounts,  would  be  kept  with  respect  to  each  appropria¬ 
tion  title;  namely,  1  for  the  appropriation  for  the  current  fiscal  year 
and  the  other  for  the  purpose  of  liquidating  claims  involving  old 
obligations  against  all  appropriations  for  the  same  general  purpose. 
This  would  be  accomplished  each  fiscal  year  by  making,  in  the  case  of 
each  appropriation  title,  a  careful  administrative  review  of  the  obliga- 
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tions  outstanding  against  the  appropriation  account  for  the  fiscal 
year  just  ended  and  then  closing  such  account,  within  90  days,  by 
writing  off  the  unused  (that  is,  unobligated)  part  of  the  balance  and 
transferring  the  remainder  (that  is,  the  obligated  portion)  to  an  ac¬ 
count  for  the  liquidation  of  old  obligations.  As  I  have  indicated, 
there  would  be  one  such  account  maintained  for  appropriations  which 
were  made  for  the  same  general  purpose,  and  the  account  would  be 
used  for  the  liquidation  of  old  obligations  against  such  appropriations 
regardless  of  when  the  obligations  were  incurred  in  past  years. 

I  have  tried  to  give  a  general  idea  of  the  proposed  changes  in  present 
practice  without  dealing  with  all  of  the  procedural  details. 

The  Treasury  Department  has  been  collaborating  with  the  Bureau 
of  the  Budget  and  the  General  Accounting  Office  in  the  drafting  of  the 
proposed  legislation.  With  the  amendments  which  the  Bureau  of  the 
Budget  proposes,  the  Treasury  Department  gives  its  full  support  to 
the  enactment  of  H.  R.  9593.  This  is  because  there  are  strong- 
advantages  to  be  gained  in  the  way  of — 

1.  Reducing  the  expense  of  paying  and  accounting  for  claims 
against  expired  appropriations; 

2.  Strengthening  related  audit; 

3.  Improving  accounting  in  two  ways:  by  reducing  the  size 
of  the  carryover  of  unexpended  balances  as  between  fiscal  years; 
and  by  treating  payments  of  claims  in  the  Federal  Budget  as 
expenditures  of  the  administrative  agencies  concerned  rather 
than  as  expenditures  of  the  Treasury  Department;  and 

4.  Expediting  the  payment  of  valid  claims. 

Mr.  McCormack.  The  hearing  is  adjourned  subject  to  the  call  of 
the  chairman. 

(Whereupon,  at  12  o’clock  p.  m.,  the  subcommittee  adjourned,  to 
reconvene  at  the  call  of  the  chairman.) 
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Feb.  28,  1956 

Rep.  Dawson,  Ill.,  introduced  H.R.  9593  which 
was  referred  to  the  House  Committee  on  govern¬ 
ment  Operations.  Print  of  bill  as  introduced. 

Mar.  5,  1956 

Sen.  Kennedy  (for  himself.  Sens,  Humphrey,  Thur¬ 
mond,  and  Cotton)  introduced  and  discussed  S.  3362 
which  v/as  referred  to  the  Senate  Commit cee  on 
Government  Operations.  Print  of  bill. 

Mar.  27,  1956 

House  subcommittee  ordered  H.  R.  9593  reported. 

Apr.  18,  1956 

House  committee  ordered  H.  R.  9593  reported. 

Apr.  19,  1956 

House  committee  reported  H.  R.  9593  with  an 
amendment.  House  Report  No.  2015.  Print  of 
bill  and  report. 

May  7,  1956 

House  passed  over  H.R.  9593  on  request  of  Rep. 
Whitten. 

May  21,  1956 

House  passed  over  H.  R.  9593  on  request  of 

Rep.  Aspinall. 

June  5,  1956 

House  passed  H.R.  9593  with  amendment. 

June  6,  1956 

H.R.  9593  was  referred  to  Senate  Committee  on 
Government  Operations.  Print  of  bill  as  referred. 

June  7,  1956 

Senate  committee  ordered  S.  3362  reported. 

June  19,  1956 

Senate  committee  reported  S.  3362  with  amendments. 
Senate  Report  No.  2266.  Print  of  bill  and  report. 

June  20,  1956 

Senate  passed  H.R.  9593  with  amendments,  inserting 
the  language  of  S.  3362.  S.  3362  was  indefinitely 

postponed  due  to  passage  of  H.  R.  9593. 

June  29,  1956 

House  conferees  were  appointed  on  H.  R.  9593. 

July  11,  1956 

Senate  conferees  were  appointed  on  H.  R.  9593. 

July  13,  1956 

Conferees  agreed  to  file  conference  report. 

July  16,  1956 

House  received  conference  report.  House  Report 

No.  2726.  Print  of  report. 

July  17,  1956 

Senate  received  and  agreed  to  conference  report. 

July  20,  1956 

House  agreed  to  conference  report. 

July  25,  1956  Approved j  Public  Law  798,  84th  Cong, 
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PAYMENT  OF  OBLIGATIONS*  Provides  for  the  merging  of  all 
prior-year  obligated  balances  into  one  consolidated 
account  for  the  same  general  purposes  within  each  agency. 
Authorizes  the  agencies  to  pay  those  bills  on  which  there 
is  no  dispute  but  for  which  the  appropriations  have  lapsed 
and  make  them  chargeable  to  the  lapsed  appropriations  in 
the  same  manner  as  bills  payable  from  currently  available 
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m  THE  HOUSE  OF  EEPEESENTATIVES 

Febkuary  28, 1956 

Mr.  Dawson  of  Illinois  introduced  the  following  bill ;  which  was  referred  to  the 
Committee  on  Government  Operations 


A  BILL 

To  simplify  accounting,  facilitate  the  payment  of  obligations, 

and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That,  except  as  otherwise  provided  by  law,  (a)  the  account 

4  for  each  appropriation  available  for  obligation  for  a  definite 

5  period  of  time  shall,  upon  the  expiration  of  such  period,  be 

J  r  J* 

6  closed  as  follows: 

7  (1)  The  obligated  balance  shall  be  transferred  to  an 

e  r  r  *»  .*  <  _  i  , 

8  appropriation  account  of  the  activity  responsible  for  the 

9  liquidation  of  the  obligations,  in  which  account  shall  he 

10  merged  the  amounts  so  transferred  from  ail  appropriation 

11  accounts  for  the  same  general  purposes;  and 
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(2)  The  remaining  balance  shall  be  withdrawn  and,  if 
the  appropriation  was  derived  in  whole  or  in  part  from  the 
general  fund,  shall  revert  to  such  fund,  but  if  the  appropria¬ 
tion  was  derived  solely  from  a  special  or  trust  fund,  shall 
revert,  unless  otherwise  provided  by  law,  to  the  fund  from 
which  derived. 

(b)  The  transfers  and  withdrawals  required  by  subsec¬ 
tion  (a)  of  this  section  shall  be  made — 

(1)  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  the  period 
of  availability  for  obligation  expires,  in  the  case  of  an 
appropriation  available  both  for  obligation  and  dis¬ 
bursement  on  or  after  the  date  of  approval  of  this  Act; 
or 

(2)  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  this  Act 
is  approved,  in  the  case  of  an  appropriation  which,  on 
the  date  of  approval  of  this  Act,  is  available  only  for 
disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance 
of  an  appropriation  account  shall  be  the  amount  of  unliqui¬ 
dated  obligations  applicable  to  such  appropriation  less  the 
amount  collectible  as  repayments  to  the  appropriation  as  of 
the  close  of  the  fiscal  year  as  reported  pursuant  to  section 
1311  (b)  of  the  Supplemental  Appropriation  Act,  1955  (68 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


3 


Stat.  830;  31  U.  S.  C.  200  (b)  ).  Collections  authorized 
to  be  credited  to  an  appropriation  but  not  received  until 
after  the  close  of  the  fiscal  year  in  which  such  appropria¬ 
tion  expires  for  obligation  shall,  unless  otherwise  authorized 
by  law,  be  credited  to  the  appropriation  account  into  which 
the  obligated  balance  has  been  or  will  be  transferred,  pur¬ 
suant  to  subsection  (a)  ( 1 ),  except  that  collections  made  by 
the  General  Accounting  Office  for  other  Government  agen¬ 
cies  may  be  deposited  into  the  Treasury  as  miscellaneous 
receipts. 

(d)  The  transfers  and  withdrawals  required  pursuant 
to  subsection  (a)  of  this  section  shall  be  accounted  for  and 
reported  as  of  the  fiscal  year  in  which  the  appropriations 
concerned  expire  for  obligation,  except  that  such  transfers 
of  appropriations  described  in  subsection  (b)  (2)  of  this 

section  shall  be  accounted  for  and  reported  as  of  the  fiscal 
year  in  which  this  Act  is  approved. 

Sec.  2.  Each  appropriation  account  established  pursuant 
to  this  Act  shall  be  accounted  for  as  one  fund  and  shall  be 
available  without  fiscal  year  limitation  for  payment  of  obli¬ 
gations  chargeable  against  any  of  the  appropriations  from 
which  such  account  was  derived.  Subject  to  regulations 
to  be  prescribed  by  the  Comptroller  General  of  the  United 
States,  payment  of  such  obligations  may  be  made  without 
prior  action  by  the  General  Accounting  Office,  hut  nothing 
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contained  in  this  Act  shall  be  construed  to  relieve  the  Comp¬ 
troller  General  of  the  United  States  of  his  duty  to  render 
decisions  upon  requests  made  pursuant  to  law  or  to  abridge 
the  existing  authority  of  the  General  Accounting  Office  to 
settle  and  adjust  claims,  demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  established  pur¬ 
suant  to  this  Act  shall  be  reviewed  periodically,  but  at  least 
once  each  fiscal  year,  by  each  activity  responsible  for  the 
liquidation  of  the  obligations  chargeable  to  such  accounts. 
If  the  undisbursed  balance  in  any  account  exceeds  the  ob¬ 
ligated  balance  pertaining  thereto,  the  amount  of  the  excess 
shall  be  withdrawn  in  the  manner  provided  by  section 
1  (a)  (2)  of  this  Act;  but  if  the  obligated  balance  exceeds 
the  undisbursed  balance,  the  amount  of  the  excess  shall 
be  transferred  to  such  account  from  the  appropriation  cur¬ 
rently  available  for  the  same  general  purposes.  A  review 

i 

shall  be  made  as  of  the  close  of  each  fiscal  year  and  the 
transfers  or  withdrawals  required  by  this  section  accom¬ 
plished  not  later  than  September  30  of  the  following  fiscal 
year,  but  the  transactions  shall  be  accounted  for  and  re¬ 
ported  as  of  the  close  of  the  fiscal  year  to  which  such  review 
pertains.  A  review  made  as  of  any  other  date  for  which 
transfers  or  withdrawals  are  accomplished  after  September 
30  in  an}^  fiscal  year  shall  be  accounted  for  and  reported 
as  transactions  of  the  fiscal  year  in  which  accomplished. 
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(b)  Whenever  a  payment  chargeable  to  an  appropria¬ 
tion  account  established  pursuant  to  this  Act  would  exceed 

/ 

the  undisbursed  balance  of  such  account,  the  amount  of  the 
deficiency  may  be  transferred  to  such  account  from  the 
appropriation  currently  available  for  the  same  general  pur¬ 
poses.  Where  such  deficiency  is  caused  by  the  failure  to 
collect  repayments  to  appropriations  merged  with  the  appro¬ 
priation  account  established  pursuant  to  this  Act,  the  amount 
of  the  deficienc}^  may  be  returned  to  such  current  appro¬ 
priation  if  the  repayments  are  subsequently  collected  during 
the  same  fiscal  year. 

(c)  In  connection  with  his  audit  responsibilities,  the 
Comptroller  General  of  the  United  States  shall  report  to  the 
head  of  the  agency  concerned,  to  the  Secretaiy  of  the  Treas¬ 
ury,  and  to  the  Director  of  the  Bureau  of  the  Budget,  respect¬ 
ing  operations  under  this  Act,  including  an  appraisal  of  the 
unliquidated  obligations  under  the  appropriation  accounts 
established  by  this  Act.  Within  thirty  days  after  receipt 
of  such  report,  the  agency  concerned  shall  accomplish  any 
actions  required  by  subsection  (a)  of  this  section  which  such 
report  shows  to  be  necessary. 

Sec.  4.  During  the  fiscal  year  following  the  fiscal  year 
in  which  this  Act  becomes  effective,  and  under  rules  and 
regulations  to  be  prescribed  by  the  Comptroller  General 
of  the  United  States,  the  undisbursed  balance  of  the  appro- 
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priation  account  for  payment  of  certified  claims  established 
pursuant  to  section  2  of  the  Act  of  July  6,  1949  (63  Stat. 
407;  31  U.  S.  G.  712b) ,  shall  be  closed  in  the  manner  pro¬ 
vided  in  section  1  (a)  of  this  Act. 

Sec.  5.  The  obligated  balances  of  appropriations  made 
available  for  obligation  for  definite  periods  of  time  under  dis¬ 
continued  appropriation  heads  ipay  be  merged  in  the  appro¬ 
priation  accounts  provided  for  by  section  1  hereof,  or  in  one 
or  more  other  accounts  to  be  established  pursuant  to  this 
Act  for  discontinued  appropriations  of  the  activity  currently 
responsible  for  the  liquidation  of  the  obligations. 

Sec.  6.  The  unobligated  balances  of  appropriations  which 
are  not  limited  to  a  definite  period  of  time  shall  be  withdrawn 
in  the  manner  provided  in  section  1  (a)  (2)  of  this  Act 
whenever  the  head  of  the  agency  concerned  shall  determine 
that  the  purpose  for  which  the  appropriation  was  made  has 
been  fulfilled  or  will  not  be  undertaken  or  continued;  or,  in 
any  event,  whenever  disbursements  have  not  been  made 
against  the  appropriation  for  two  full  consecutive  fiscal  years : 
Provided,  That  amounts  of  appropriations  not  limited  to  a 
definite  period  of  time  which  are  withdrawn  pursuant  to  this 
section  or  were  heretofore  withdrawn  from  the  appropriation 
account  by  administrative  action  may  be  restored  to  the 
applicable  appropriation  account  for  the  payment  of  obliga¬ 
tions  and  for  the  settlement  of  accounts. 
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Sec.  7.  The  following  provisions  of  law  are  hereby 
repealed : 

(a)  The  proviso  under  the  heading  “payment  of  cer¬ 
tified  claims”  in  the  Act  of  April  25,  1945  (59  Stat.  90; 
31  U.  S.  0.  690)  ; 

(b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat.  407 ; 
31  U.  S.  0.  712b),  but  the  repeal  of  this  section  shall  not 
be  effective  until  June  30,  1957 ; 

(c)  The  paragraph  under  the  heading  “payment  of 
certified  claims”  in  the  Act  of  June  30,  1949  (63  Stat. 
358;  31  U.  S.  C.  712c)  ; 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat. 
418;  31  U.  S.  C.  713a)  ;  and 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended 

(31  U.  S.  C.  715). 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the 
appropriations  for  the  District  of  Columbia. 


a> 

Ms 

a> 

M 

M 

CD 

Pi 


o 

o 

3 

5 


S’ 

p 


o 

p 


w 

w 

d 


Q 

o 

<5 

CD 


to 

00 


ZD 

ox 

o 


CD 

P 


O 

►P 

cd 


o 

p 


w 


o 

> 

$ 

co 

O 

3 

o 


co 


H 

o 

CO 


O 

cr  up 


CfQ  ^ 

CD 


o  o 

2  g 

Cfi  P 


p 


P-  03 


^  £■* 
©  £> 


■  *  t  T 

*J  ® 
P  £L 

M  M 

►d  ® 
o  it- 

P  C2 

•  3 

CO 


00 


O  H* 

t-*  p 
_  O 
O  ►— <  • 


r 

r 


*0 


o 

UT 

CO 

w< 


84th  CONGRESS 


2d  Session 


S.  3362 


IN  THE  SENA  I  B  Or  THE  UNITED  ST 


Vf  1  (topislative  da?.  5(.%«cb  ‘  ■" 

Mr.  Humphrey,  Mi.  Tut  km  on 
introduced  the  fod  «  *  bill;  which  was  read  twice  cm*  I 


A  BIL 


for  other  purposes. 

Be  if  enacted  hy  the  Bennie  and  H‘  <e  of  J 


of  c-«‘i  appropriation  v;.  able  for  ob 


K  _ _  £ 


.L*11 


84th  CONGRESS 
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S.  3362 


IN  THE  SENATE  OE  THE  UNITED  STATES 

March  5  (legislative  day,  March  2),  1956 

Mr.  Kennedy  (for  himself,  Mr.  Humphrey,  Mr.  Thurmond,  and  Mr.  Cotton) 
introduced  the  following  bill;  which  was  read  twice  and  referred  to  the 
Committee  on  Government  Operations 


A  BILL 

To  simplify  accounting,  facilitate  the  payment  of  obligations,  and 

for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  That,  except  as  otherwise  provided  by  law,  (a)  the  account 

4  of  each  appropriation  available  for  obligation  for  a  definite 

5  period  of  time  shall,  upon  the  expiration  of  such  period, 

6  be  closed  as  follows: 

7  (1)  The  obligated  balance  shall  be  transferred  to  an 

8  appropriation  account  of  the  activity  responsible  for  the 

* 

9  liquidation  of  the  obligations,  in  which  account  shall  be 

10  merged  the  amounts  so  transferred  from  all  appropriation 

11  accounts  for  the  same  general  purposes;  and 
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(2)  The  remaining  balance  shall  be  withdrawn  and, 
if  the  appropriation  was  derived  in  whole  or  in  part  from 
the  general  fund,  shall  revert  to  such  fund,  but  if  the  appro¬ 
priation  was  derived  solely  from  a  special  or  trust  fund,  shall 
revert,  unless  otherwise  provided  by  law,  to  the  fund  from 
which  derived. 

(b)  The  transfers  and  withdrawals  required  by  sub¬ 
section  (a)  of  this  section  shall  be  made — 

( 1 )  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  the  period 
of  availability  for  obligation  expires,  in  the  case  of  an 
appropriation  available  both  for  obligation  and  dis¬ 
bursement,  on  or  after  the  date  of  approval  of  this  Act;  or 

(2)  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  this  Act 
is  approved,  in  the  case  of  an  appropriation  which,  on 
the  date  of  approval  of  this  Act,  is  available  only  for 
disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance 
of  an  appropriation  account  shall  be  the  amount  of  unliqui¬ 
dated  obligations  applicable  to  such  appropriation  less  the 
amount  collectible  as  repayments  to  the  appropriation  as  of 
the  close  of  the  fiscal  year  as  reported  pursuant  to  section 
1311  (b)  ol  the  Supplemental  Appropriation  Act,  1955 
(68  Stat.  830;  31  U.  S.  C.  200  (b)  ).  Collections  author- 
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ized  to  be  credited  to  an  appropriation  bnt  not  received  until 
after  tlie  close  of  tbe  fiscal  year  in  which  such  appropriation 
expires  for  obligation  shall,  unless  otherwise  authorized 
by  law,  be  credited  to  the  appropriation  account  into  which 
the  obligated  balance  has  been  or  will  be  transferred,  pur¬ 
suant  to  subsection  (a)  (1),  except  that  collections  made 
by  the  General  Accounting  Office  for  other  Government 
agencies  may  be  deposited  into  the  Treasury  as  miscellaneous 
receipts. 

(d)  The  transfers  and  withdrawals  required  pursuant 
to  subsection  (a)  of  this  section  shall  be  accounted  for  and 
reported  as  of  the  fiscal  year  in  which  the  appropriations 
concerned  expire  for  obligation,  except  that  such  transfers 
of  appropriations  described  in  subsection  (b)  (2)  of  this 

section  shall  be  accounted  for  and  reported  as  of  the  fiscal 
year  in  which  this  Act  is  approved. 

Sec.  2.  Each  appropriation  account  established  pur¬ 
suant  to  this  Act  shall  be  accounted  for  as  one  fund  and  shall 
be  available  without  fiscal  year  limitation  for  payment  of 
obligations  chargeable  against  any  of  tbe  appropriations 
from  which  such  account  was  derived.  Subject  to  regula¬ 
tions  to  be  prescribed  by  the  Comptroller  General  of  the 
United  States,  payment  of  such  obligations  may  be  made 
without  prior  action  by  the  General  Accounting  Office,  but 
nothing  contained  in  this  Act  shall  be  construed  to  relieve 
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the  Comptroller  General  of  the  United  States  of  his  duty 
to  render  decisions  upon  requests  made  pursuant  to  law  or 
to  abridge  the  existing  authority  of  the  General  Accounting 
Office  to  settle  and  adjust  claims,  demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  established  pursuant 
to  this  Act  shall  he  reviewed  periodically  but  at  least  once 
each  fiscal  year,  by  each  activity  responsible  for  the  liquida¬ 
tion  of  the  obligations  chargeable  to  such  accounts.  If  the 
undisbursed  balance  in  any  account  exceeds  the  obligated 
balance  pertaining  thereto,  the  amount  of  the  excess  shall 
be  withdrawn  in  the  manner  provided  by  section  1  (a)  (2) 
of  this  Act;  but  if  the  obligated  balance  exceeds  the  un¬ 
disbursed  balance,  the  amount  of  the  excess  shall  be  trans¬ 
ferred  to  such  account  from  the  appropriation  currently 
available  for  the  same  general  purposes.  A  review  shall 
be  made  as  of  the  close  of  each  fiscal  year  and  the  transfers 
or  withdrawals  required  by  this  section  accomplished  not 
later  than  September  30  of  the  following  fiscal  year,  but  the 
transactions  shall  be  accounted  for  and  reported  as  of  the 
close  of  the  fiscal  year  to  which  such  review  pertains.  A 
review  made  as  of  any  other  date  for  which  transfers  or 
withdrawals  are  accomplished  after  September  30  in  any 
fiscal  year  shall  be  accounted  for  and  reported  as  transactions 
of  the  fiscal  year  in  which  accomplished. 

(b)  Whenever  a  payment  chargeable  to  an  appropria- 


5 


1  tion  account  established  pursuant  to  this  Act  would  exceed 

2  the  undisbursed  balance  of  such  account,  the  amount  of  the 

3  deficiency  may  be  transferred  to  such  account  from  the 

4  appropriation  currently  available  for  the  same  general  pur- 

5  poses.  Where  such  deficiency  is  caused  by  the  failure  to 

6  collect  repayments  to  appropriations  merged  with  the  appro- 

7  ,  priation  account  established  pursuant  to  this  Act,  the  amount 

8  of  the  deficiency  may  be  returned  to  such  current  appro- 

9  priation  if  the  repayments  are  subsequently  collected  during 

10  the  same  fiscal  year. 

11  (c)  In  connection  with  his  audit  responsibilities, 

12  the  Comptroller  General  of  the  United  States  shall  report 

13  to  the’  head  of  the  agency  concerned,  to  the  Sec- 

14  retary  of  the  Treasury,  and  to  the  Director  of  the 

15  Bureau  of  the  Budget,  respecting  operations  under  this  Act, 

16  including  an  appraisal  of  the  unliquidated  obligations  under 

17  the  appropriation  accounts  established  by  this  Act.  Within 

18  thirty  days  after  receipt  of  such  report,  the  agency  concerned 

19  shall  accomplish  any  actions  required  by  subsection  (a)  of 

20  this  section  which  such  report  shows  to  be  necessary. 

21  Seo.  4.  During  the  fiscal  year  following  the  fiscal  year 

22  in  which  this  Act  becomes  effective,  and  under  rules  and 

23  regulations  to  be  prescribed  by  the  Comptroller  General  of 

24  the  United  States,  the  undisbursed  balance  of  the  appro- 

25  priation  account  for  payment  of  certified  claims  established 
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pursuant  to  section  2  of  the  Act  of  July  6,  1949  (63  Stat. 
407;  31  U.  S.  C.  712b) ,  shall  be  closed  in  the  manner  pro¬ 
vided  in  section  1  (a)  of  this  Act. 

Sec.  5.  The  obligated  balances  of  appropriations  made 
available  for  obligation  for  definite  periods  of  time  under 
discontinued  appropriation  beads  may  be  merged  in  the 
appropriation  accounts  provided  for  by  section  1  hereof,  or 
in  one  or  more  other  accounts  to  be  established  pursuant 
to  this  Act  for  discontinued  appropriations  of  the  activity 
currently  responsible  for  the  liquidation  of  the  obligations. 

Sec.  6.  The  unobligated  balances  of  appropriations 
which  are  not  limited  to  a  definite  period  of  time  shall  be 
withdrawn  in  the  manner  provided  in  section  1  (a)  (2)  of 
this  Act  whenever  the  bead  of  the  agency  concerned  shall 
determine  that  the  purpose  for  which  the  appropriation  was 
made  has  been  fulfilled  or  will  not  be  undertaken  or  con¬ 
tinued;  or,  in  any  event,  whenever  disbursements  have  not 
been  made  against  the  appropriation  for  two  full  consecutive 
fiscal  years:  Provided,  That  amounts  of  appropriations  not 
limited  to  a  definite  period  of  time  which  are  withdrawn 
pursuant  to  this  section  or  were  heretofore  withdrawn  from 
the  appropriation  account  by  administrative  action  may  be 
restored  to  the  applicable  appropriation  account  for  the 
payment  of  obligations  and  for  the  settlement  of  accounts. 
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Sec.  7.  The  following  provisions  of  law  are  hereby 
repealed. 

(a)  The  proviso  under  the  heading  “Payment  of  certi¬ 
fied  claims”  in  the  Act  of  April  25,  1945  (59  Stat.  90;  31 
IT.  S.  C.  690)  ; 

(b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat. 
407;  31  IT.  S.  C.  712b) ,  but  the  repeal  of  this  section  shall 
not  be  effective  until  June  30,  1957 ; 

(c)  The  paragraph  under  the  heading  “Payment  of 
certified  claims”  in  the  Act  of  June  30,  1949  (63  Stat.  358; 
31  IT.  S.  0.712c)  ; 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat. 
418;  31  U.  S.  C.  713a)  ;  and 

(e)  Section  3691  of  the  Eevised  Statutes,  as  amended 
(31  IT.  S.  0.  715). 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the 
appropriations  for  the  District  of  Columbia. 
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CONGRESSIONAL  RECORD  —  SENATE 


3397 


By  Mr.  MAGNUSON  (by  request)  : 
J365.  A  bill  to  amend  section  410  of  the 
Commerce  Act,  as  amended,  to 
chang0k  the  requirements  for  obtaining  a 
freight^orwarder  permit; 

S.  3366Na  bill  to  amend  section  409  of  the 
InterstateVcommerce  Act,  as  amended,  to 
authorize  contracts  between  freight  for¬ 
warders  and  Sailroads  for  the  movement  of 
trailers  on  haters;  and 

S.  3367.  A  billlo  amend  section  411  of  the 
Interstate  Commetee  Act,  as  amended,  with 
respect  to  relationships  between  freight  for¬ 
warders  and  other  common  carriers;  to  the 
Committee  on  Interstate  and  Foreign  Com- 


DISPOSITION  OP  VFEDERALLY 
OWNED  LANDS  FOl\  AGRICUL¬ 
TURAL  PURPOSES 

Mr.  CAPEHART  submitted\lhe  fol¬ 
lowing  resolution  (S.  Res.  224)\  which 
was  referred  to  the  Committee  onS^Vgri- 
culture  and  Forestry: 

Resolved,  That  it  is  hereby  declared  td\be 
the  sense  of  the  Senate  (A)  that  after  tl 
date  on  which  this  resolution  is  agreed  to^ 
no  agreement  shall  be  entered  into  by  any 
department,  agency,  or  instrumentality  of 
the  Federal  Government  for  the  rental  or 
leasing  of  any  lands  under  its  Jurisdiction 
to  any  private  person,  association,  or  cor¬ 
poration,  if  such  lands  are  to  be  used  by 
such  person,  association,  or  corporation  for 
any  agricultural  purpose,  except  grazing,  and 
(B)  that  when  any  department,  agency,  or 
instrumentality  of  the  Federal  Government 
has  lands  under  its  jurisdiction  which  are  in 
excess  to  its  needs  and  which  are  suitable 
for  agricultural  use,  such  lands  should  be 
disposed  of  in  accordance  with  the  existing 
laws  providing  for  the  disposition  of  fed¬ 
erally  owned  real  property. 

FEDERAL  EQUAL  PAY  ACT 

Mr.  IVES.  Mr.  President,  on  behalf 
of  myself,  the  junior  Senator  from  Colo¬ 
rado  [Mr.  Allott],  the  junior  Senator 
from  Ohio  [Mr.  Bender],  and  the  Sena¬ 
tors  from  Connecticut  [Mr.  Bush  and 
Mr.  Purtell],  I  introduce,  for  appropri¬ 
ate  reference,  a  bill  to  prohibit  discrimi¬ 
nation  on  account  of  sex  in  the  payment 
of  wages  by  employers  having  employees 
engaged  in  commerce  or  in  the  produc¬ 
tion  of  goods  for  commerce. 

I  ask  unanimous  consent  that  the  bill, 
may  be  kept  on  the  desk  until  next  Moi 
day — 1  week — in  order  that  any  Sena^br 
who  may  care  to  associate  himself  j(s  a 
sponsor  may  have  that  opportunity 

This  bill  provides  that  a  man/ and  a 
woman  who  perform  the  same/work,  or 
comparable  work,  in  the  same/establish  - 
ment  must  be  paid  at  the/same  rate, 
taking  into  consideration/performance 
and  length  of  service.  Resident  Eisen¬ 
hower  in  his  state  of  the  Union  message 
on  January  5  of  this  year  stated: 

Legislation  to  apply  /he  principle  of  equal 
pay  for  equal  work  /without  discrimination 
because  of  sex  is  a/natter  of  simple  justice. 

This  bill  is  designed  to  carry  out  this 
recommendation  of  the  President  to  the 
Congress. 

Although  many  States,  including  my 
own,  havf  enacted  equal  pay  legislation, 
a  substantial  number  of  States  have 
failecDxo  do  so.  The  establishment  by 
the  /Congress  of  the  United  States  of 
equal  pay  legislation  would  serve  as  a 
ode  to  all  employers  throughout  the 


country.  Women  workers,  who  con¬ 
stitute  almost  one-third  of  the  labor 
force  in  the  United  States,  would  be  the 
principal  beneficiaries.  Moreover,  the 
provisions  of  this  bill  would  not  affect 
collective  bargaining  in  any  way,  but 
would  merely  protect  female  employees 
against  wage  discrimination. 

I  ask  unanimous  consent  to  have 
printed  in  the  Record,  at  this  point  in 
my  remarks,  the  text  of  the  bill  and  a 
short  explanation  of  its  provisions. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  bill  will  be  received  and  ap¬ 
propriately  referred;  and,  without  ob¬ 
jection,  the  bill  and  explanation  will  be 
printed  in  the  Record. 

The  bill  (S.  3352)  to  prohibit  discrim¬ 
ination  on  account  of  sex  in  the  payment 
of  wages  by  employers  having  employees 
engaged  in  commerce  or  in  the  produc¬ 
tion  of  goods  for  commerce,  and  to  pro¬ 
vide  procedures  for  assisting  employees 
in  collecting  wages  lost  by  reason  of  any 
such  discrimination,  introduced  by  Mr. 
Ives  (for  himself  and  other  Senators), 
ywas  received,  read  twice  by  its  title,  re-, 
n-red  to  the  Committee  on  Labor  anc 
Public  Welfare,  and  ordered  to  be  printed 
in  che  Record,  as  follows: 

Belt  enacted,  etc..  That  this  act  m&y  be 
cited  a\  the  “Federal  Equal  Pay  Act/ 

FINDINGS  AND  DECLARATION  OP  POLICY 

Sec.  2.  (®1  The  Congress  herebv'finds  that 
the  existence,  in  industries  engaged  in  com¬ 
merce  or  in  'the  production /of  goods  for 
commerce  of  \age  differencials  based  on 
sex — ■ 

(1)  depresses  w>yges  anrf  living  standards 
of  employees  necessity  for  their  health  and 
efficiency; 

(2)  prevents  the  maximum  utilization  of 
the  available  labor /esotu-ces; 

(3)  tends  to  cause  labok  disputes,  thereby 
burdening,  affec/ng,  and  abstracting  com¬ 
merce; 

(4)  burdens/commerce  andNjhe  free  flow 
of  goods  in  oommerce; 

(5)  constitutes  an  unfair  metliqd  of  com¬ 
petition. 

(b)  1/  is  hereby  declared  to  be  tlife  policy 
of  thi/act,  through  the  exercise  by  Congress 
of  it/power  to  regulate  commerce  among,  the 
several  States  and  with  foreign  nations\to 
correct  the  conditions  above  referred  to 
ich  industries. 

'  PROHIBITION  OP  WAGE-RATE  DIFFERENTIAL  BASED 
ON  SEX 

Sec.  3.  No  employer  having  employees  en¬ 
gaged  in  commerce  or  in  the  production  of 
goods  for  commerce  shall  discriminate.  In 
any  place  of  employment  in  which  his  em¬ 
ployees  are  so  engaged,  between  employees  on 
the  basis  of  sex  by  paying  wages  to  any  em¬ 
ployee  at  a  rate  less  than  the  rate  at  which 
he  pays  wages  to  employees  of  the  opposite 
sex  for  work  of  comparable  character  on  jobs 
the  performance  of  which  requires  compara¬ 
ble  skills,  except  where  such  payment  is  made 
pursuant  to  a  seniority  or  merit  increase 
system  which  does  not  discriminate  on  the 
basis  of  sex. 

ADMINISTRATION 

Sec.  4.  (a)  The  Secretary — 

(1)  shall  prescribe  such  regulations  as  he 
deems  necessary  and  appropriate  for  the  ad¬ 
ministration  of  this  act,  including  regula¬ 
tions  to  provide  standards  for  determining 
work  of  comparable  character  on  Jobs  the 
performance  of  which  requires  comparable 
skills;  and 

(2)  may  investigate  and  gather  data  re¬ 
garding  the  wages,  hours,  and  other  condi¬ 
tions  and  practices  of  employment  in  any 
industry  subject  to  this  act,  and  may  enter 
and  inspect  such  places  and  such  records 


(and  make  such  transcriptions  therec 
question  such  employees,  and  investigate 
such  facts,  conditions,  practices,  and  meters 
as  he  may  deem  necessary  or  appropriate 
to  determine  whether  any  person  lias  vio¬ 
lated  any  provision  of  this  act,  or  which  may 
aid  in  the  enforcement  of  the  provisions  of 
this  act;  and 

(3)  shall  bring  all  actions  urfder  section  9 
to  restrain  violations  of  this /let.  Attorneys 
appointed  by,  or  under  the/uthority  of,  the 
Secretary  may  appear  for/tnd  represent  the 
Secretary  in  any  litigation  but  all  such  liti¬ 
gation  shall  be  subjectAo  the  direction  and 
control  of  the  Attorned  General. 

(b)  For  the  purpose  of  any  hearing  or  in¬ 
vestigation  provided  for  in  this  act,  the  pro¬ 
visions  of  section/ 9  and  10  (relating  to  the 
attendance  of  witnesses  and  the  production 
of  books,  pagers,  and  documents)  of  the 
Federal  Trad/  Commisison  Act  of  September 
16,  1914,  as/amended  (U.  S.  C„  1952  edition, 
title  15,  secs.  49  and  50),  are  hereby  made 
applicable  to  the  jurisdiction,  powers,  and 
duties  df  the  Secretary. 

wage/restitution  AND  LIQUIDATED  DAMAGES 
3.  5.  Any  employer  who  violates  section 
3  jfi  this  act  shall  be  liable  to  each  employee 
fected  in  the  amount  of  the  wages  of  which 
’'such  employee  is  deprived  by  reason  of  such 
violation,  and  in  an  additional  equal  amount 
as  liquidated  damages;  Provided,  That  in 
any  action  brought  under  section  6  (a)  to 
recover  such  unpaid  wages,  if  the  employer 
shows  to  the  satisfaction  of  the  court  that 
the  act  or  omission  giving  rise  to  such  action 
was  in  good  faith  and  that  he  had  reasonable 
grounds  for  believing  that  his  act  or  omission 
was  not  a  violation  of  section  3,  the  court 
may,  in  its  sound  discretion,  award  no  liqui¬ 
dated  damages  or  award  any  amount  thereof 
not  to  exceed  the  amount  specified  in  this 
section. 

enforcement 

Sec.  6.  (a)  Action  to  recover  any  amount 
for  which  an  employer  is  liable  under  section 
5  may  be  maintained  in  any  court  of  com¬ 
petent  jurisdiction  by  any  one  or  more  af¬ 
fected  employees  for  and  in  behalf  of  himself 
or  themselves  and  other  employees  similarly 
situated.  No  employee  shall  be  a  party  plain¬ 
tiff  to  any  such  action  unless  he  has  given 
his  consent  in  writing  to  become  such  a  party 
and  such  consent  is  filed  in  the  court  in 
which  such  action  is  brought.  The  court  in 
such  action  shall,  in  addition  to  any  judg¬ 
ment  awarded  to  the  plaintiff  or  plaintiffs, 
allow  a  reasonable  attorney’s  fee  to  be  paid 
by  the  defendant,  and  costs  of  the  action. 

(b)  The  Secretary  is  authorized  to  super¬ 
vise  the  payment  of  any  amounts  of  unpaid 
vages  for  which  an  employer  is  liable  under 
section  5,  and  the  agreement  of  any  employee 
toVccept  such  payment  shall  upon  payment 
in  ftdl  constitute  a  waiver  by  such  employee 
of  any  right  of  action  he  may  have  under 
subsection  ( a)  to  recover  such  amounts  and 
any  additional  amount  as  liquidated  dam¬ 
ages.  WhV  a  written  request  is  filed  by  any 
employee  with  the  Secretary  claiming  any 
amount  as  unpaid  wages  owing  under  section 
5,  the  Secretary  may  bring  an  action  in  any 
court  of  competent  jurisdiction  to  recover 
such  amount.  The  consent  of  any  employee 
to  the  bringing  or^any  such  action  by  the 
Secretary,  unless  such  action  is  dismissed 
without  prejudice  onunotion  of  the  Secre¬ 
tary,  shall  constitute  aywaiver  by  such  em¬ 
ployee  of  any  right  of  action  he  may  have 
with  respect  to  the  claim  and  any  additional 
amount  as  liquidated  dan^ges  under  sub¬ 
section  (a) .  Any  sums  recov^d  by  the  Sec¬ 
retary  on  behalf  of  an  employed  in  an  action 
brought  under  this  subsection  shall  be  held 
in  a  special  deposit  account  and  slWl  be  paid, 
on  order  of  the  Secretary,  directly  to  the 
employee.  Any  such  sums  not  palth  to  an 
employee  because  of  inability  to  do  so\ithin 
a  period  of  3  years  shall  be  covered  intOLthe 
Treasury  of  the  United  States  as  miscella¬ 
neous  receipts. 
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c)  Any  action  commenced  under  this  sec¬ 
tion^  shall  be  barred  unless  commenced 
withnv  2  years  after  the  cause  of  action 
accrues  . 

POSTING 

Sec.  7.  Av  copy  of  this  act  or,  if  approved 
by  the  Secretary,  a  poster  explaining  its  pro¬ 
visions  shall  tje  displayed  conspicuously  by 
every  employer 'in  each  place  of  employment 
in  which  he  employs  any  employees  to  whom 
this  act  applies. 

UNLAWFUL  DISCHARGE  OR  DISCRIMINATION; 

PENALTIES 

Sec.  8.  (a)  It  shall  W  unlawful  for  any 
person  to  discharge  or  ills  any  other  manner 
discriminate  against  any  'employee  because 
such  employee  has  filed  ahy  complaint  or 
instituted  any  proceeding  untier  this  act,  or 
has  testified  or  is  about  to  testify  in  any  such 
proceeding,  or  has  furnished  Information 
or  is  about  to  furnish  information  in  con¬ 
nection  with  the  enforcement  of  this  act. 

(b)  Any  person  who  wilfully  violates  the 
provisions  of  subsection  (a)  shall  be  fined  not 
more  than  $10,000  or  imprisoned  for  not  nwre 
than  6  months,  or  both;  but  no  person  shall 
be  imprisoned  under  this  section  except  foJ 
an  offense  committed  after  the  conviction  of'' 
such  person  for  a  prior  offense  under  this 
subsection. 

(c)  The  United  States  district  courts, 
together  with  the  District  Court  for  the  Ter¬ 
ritory  of  Alaska,  the  United  States  District 
Court  for  the  District  of  the  Canal  Zone,  the 
District  Court  of  the  Virgin  Islands,  and  the 
District  Court  of  Guam,  shall  have  jurisdic¬ 
tion  of  criminal  proceedings  for  violations  of 
this  section. 

INJUNCTION  PROCEEDINGS 

Sec.  9.  The  United  States  district  courts, 
together  with  the  District  Court  for  the  Ter¬ 
ritory  of  Alaska,  the  United  States  District 
Court  for  the  District  of  the  Canal  Zone,  the 
District  Court  of  the  Virgin  Islands  and  the 
District  Court  of  Guam,  shall  have  jurisdic¬ 
tion,  for  cause  shown,  to  restrain  violations 
of  section  3,  section  7,  or  section  8,  or  any  of 
the  provisions  of  the  regulations  of  the  Sec¬ 
retary  issued  under  section  4. 

DEFINITIONS 

Sec.  10.  As  used  in  this  act — 

(a)  “Secretary”  means  the  Secretary  of 
Labor,  United  States  Department  of  Labor. 

(b)  “Person”  means  an  individual,  part¬ 
nership,  association,  corporation.  Business 
trust,  legal  representative,  or  any  organized 
group  of  persons. 

(c)  “Commerce”  means  trade,  commerce, 
transportation,  transmission,  or  commui 
cation  among  the  several  States  or  betw/en 
any  State  and  any  place  outside  therei 

(d)  “State”  means  any  State  of  the  United 
States,  the  District  of  Columbia,  the  outer 
Continental  Shelf  describe  in  Publip'Law  212, 
83d  Congress  (67  Stat.  462),  or  ai>y  Territory 
or  possession  subject  to  the  exercise  by  the 
United  States  of  sovereign  riglfts,  powers,  or 
authority. 

(e)  “Employer”  includes/any  person  act¬ 
ing  directly  or  indirectly/in  the  interest  of 
an  employer  in  relation/to  an  employee  but 
shall  not  include  the/frnited  States  or  any 
State  or  political  sujrfdivision  of  a  State,  or 
any  labor  organization  (other  than  when 
acting  as  an  employer) ,  or  anyone  acting  in 
the  capacity  of  gfmcer  or  agent  of  such  labor 
organization. 

(f)  “Emptofyee”  includes  any  individual 
employed  by  an  employer. 

(g)  “Ejnploy”  includes  to  suffer  or  permit 
to  worl 

(h) /‘Goods”  means  goods  (including  ships 
larine  equipment) ,  wares,  products, 

ifmodities,  merchandise,  or  articles  or 
syfbjects  of  commerce  of  any  character, 
any  part  or  ingredient  thereof,  but 
‘S  not  include  goods  after  their  delivery 
into  the  actual  physical  possession  of  the 


ultimate  consumer  thereof  other  than  a  pro¬ 
ducer,  manufacturer,  or  processor  thereof. 

(i)  “Produced”  means  produced,  manufac¬ 
tured,  mined,  handled,  or  in  any  other  man¬ 
ner  worked  on  in  any  State;  and  for  the  pur¬ 
poses  of  this  act  an  employer  shall  be  deemed 
to  have  been  engaged  in  the  production  of 
goods  if  such  employee  was  employed  in 
producing,  manufacturing,  mining,  han¬ 
dling,  transporting,  or  in  any  other  manner 
working  on  such  goods,  or  in  any  closely 
related  process  or  occupation  directly  essen¬ 
tial  to  the  production  thereof,  in  any  State. 

(j)  “Wage”  paid  to  any  employee  includes 
the  reasonable  cost,  as  determined  by  the 
Secretary  to  the  employer  of  furnishing  such 
employee  with  board,  lodging,  or  other  fa¬ 
cilities,  if  such  board,  lodging,  or  other  fa¬ 
cilities  are  customarily  furnished  by  such 
employer  to  his  employees. 

APPROPRIATION 

Sec.  11.  There  are  authorized  to  be  appro¬ 
priated  such  sums  as  may  be  necessary  to 
carry  out- the  provisions  of  this  act. 

EFFECTIVE  DATE 

Sec.  12.  This  act  shall  take  effect  120  days 
after  the  date  of  enactment. 

The  statement  and  analysis,  presented 
Mr.  Ives,  is  as  follows: 

Statement  in  Explanation  of  the  Provisions 

ofSProviding  Equal  Pay  Without  DiscifiM- 

inatkin  on  Account  of  Sex  in  Intestate 

Employment 

The  purpose  of  this  proposal  is  1 6  provide 
a  means  within  the  scope  of  the  Federal  reg¬ 
ulatory  powSr  to  eliminate  discrimination 
in  wage  ratesNbased  on  sex  where  men  and 
women  are  performing  comparable  work  for 
the  same  emplo; 

The  proposal  wtsuild  a(5ply  to  employers 
whose  employees  ark  engaged  in  commerce 
or  in  the  production/^!  goods  for  interstate 
commerce.  The  adufinistration  of  the  act 
would  be  vested  vsi  the 'Secretary  of  Labor 
and  procedures  pi  enforcement  and  wage 
collection  authorized  similar  to  these  now 
utilized  by  thg  Department  Of  Labor  in  the 
administration  of  the  Pair  Laopr  Standards 
Act. 

The  pa/fnent  of  lower  wage  rat^s  to  work¬ 
ers  of  one  sex  for  the  same  or  comparable 
work  as  that  performed  by  the  other\ex  has 
an  i^ndesirable  effect  on  the  economic  life 
oftne  entire  Nation.  Such  practices  ternl  to 
affect  adversely  the  general  purchasing  power 
ind  the  standards  of  living  of  workers.  Urn 
'fair  competitive  advantages  are  enjoyed  by1 
employers  who  pay  discriminatory  wage  rates 
based  on  sex.  In  addition  to  the  tangible 
economic  ills  caused  by  discriminatory  wage 
practices,  such  practices  violate  fundamental 
principles  of  justice  and  impair  the  prestige 
of  the  United  States  in  international  affairs. 

A  nondiscriminatory  wage  level  makes 
possible  the  maximum  utilization  of  worker 
skills.  This,  together  with  collateral  bene¬ 
fits,  such  as  morale  improvement,  may  stim¬ 
ulate  production  and  lessen  the  effects  of 
unfair  competition. 

It  is  of  great  importance  that  Congress 
eradicate  discriminatory  pay  practices  in 
interstate  commerce. 

Equal  Pay  Proposal — Section-by-Section 
Analysis 

Section  1:  Title  of  act:  Establishes  short 
title  of  Federal  Equal  Pay  Act. 

Section  2;  Findings  and  declaration  of  pol¬ 
icy:  Enumerates  undesirable  conditions  in 
interstate  commerce  resulting  from  payment 
of  wage  differentials  based  on  sex  and  inten¬ 
tion  of  Congress  to  correct  such  conditions. 

Section  3:  Prohibition  of  wage  rate  differ¬ 
ential  based  on  sex:  Prohibits  employers  hav¬ 
ing  employees  engaged  in  commerce  or  in  the 
production  of  goods  for  commerce  from  dis¬ 
criminating  on  the  basis  of  sex,  in  payment 


of  wages  in  any  place  of  employment  ij 
which  their  employees  are  so  engaged.  The 
language  descriptive  of  proposed  coverage 
and  the  supporting  definitions  in  section  10 
are  phrased  to  make  available  precedents 
established  under  the  Fair  Labor  Standards 
Act  in  determining  coverage  unde/  the  pro¬ 
posed  legislation. 

Section  4:  Administration:  Authorizes  the 
Secretary  of  Labor  to  issue  rules  and  regula¬ 
tions,  make  investigations  regarding  compli¬ 
ance  with  the  act,  issue  subpenas,  and  re¬ 
strain  violations.  These  provisions  are  large¬ 
ly  adapted  from  similar  provisions  of  the 
Fair  Labor  Standards  Xct. 

Section  5 :  Wage  Mstitution  and  liquidated 
damages:  Provideyuhat  employers  who  vio¬ 
late  the  act  shan  be  liable  for  wages  for 
which  an  employee  is  deprived  and  for  not 
more  than  ay  additional  equal  amount  as 
liquidated  damages.  The  liability  in  em¬ 
ployee  suit/r  for  unpaid  wages  and  liquidated 
damages  As  like  that  now  provided  by  the 
Fair  Labor  Standards  Act,  as  modified  by 
section*  11  of  the  Portal-to-Portal  Act. 

Syuion  6:  Enforcement:  Authorizes  em¬ 
ployee  suits  to  recover  amount  of  employer 
liability  under  section  5.  Authorizes  Secre¬ 
tary  to  supervise  payment  of  wages  withheld 
in  violation  of  the  act  and  to  bring  suits  for 
such  wages  in  behalf  of  employees  upon  their 
request.  The  recovery  of  unpaid  wages,  but 
not  liquidated  damages,  is  authorized  in 
suits  by  the  Secretary  of  Labor  or  by  ad¬ 
ministrative  action  in  supervising  employer 
payments.  Establishes  a  2-year  period  of 
limitation  for  commencing  recovery  action 
after  cause  accrues. 

Section  7:  Posting:  Requires  employer  to 
post  copy  of  act  or  official  poster  explaining 
its  provisions  in  each  place  of  employment 
where  act  applies. 

Section  8:  Unlawful  discharge  or  discrim¬ 
ination  and  penalties :  Makes  its  unlawful 
willfully  to  discharge  or  discriminate  against 
any  employee  assisting  in  the  enforcement  of 
the  act.  Upon  a  second  conviction  for  such 
discharge,  or  discrimination,  imposes  a  crim¬ 
inal  penalty.  Provides  that  the  United  States 
district  courts  will  have  jurisdiction  of  crim¬ 
inal  proceedings  for  violation  of  this  section. 

Section  9:  Injunction  proceedings:  Pro¬ 
vides  that  the  United  States  district  courts 
will  have  jurisdiction  to  restrain  violations 
of  the  act  or  regulations  issued  under  it. 

Section  10:  Definitions:  Defines  terms  used 
in  the  act  principally  as  defined  in  the  Fair 
Labor  Standards  Act. 

Section  11:  Appropriation:  Authorizes  nec¬ 
essary  appropriations  to  carry  out  act. 

.Section  12:  Effective  date:  Provides  that 
act  will  take  effect  120  days  after  passage. 


SIMPLIFICATION  OF  FEDERAL 
ACCOUNTING 

Mr.  KENNEDY.  Mr.  President,  on 
behalf  of  myself,  the  Senator  from  Min¬ 
nesota  [Mr.  Humphrey],  the  Senator 
from  South  Carolina  [Mr.  Thurmond], 
and  the  Senator  from  New  Hampshire 
[Mr.  Cotton],  I  introduce,  for  appro¬ 
priate  reference,  a  bill  to  simplify  ac¬ 
counting,  facilitate  the  payment  of  obli¬ 
gations,  and  for  other  purposes.  The 
proposed  legislation  implements  two  of 
the  second  Hoover  Commission’s  recom¬ 
mendations  relating  to  the  governmental 
budget  and  accounting. 

This  bill  would  expedite  the  payment 
of  delayed  bills  where  appropriations 
have  lapsed,  and  improve  the  Govern¬ 
ment’s  accounting  and  reporting  system. 

It  would  authorize  the  various  agen¬ 
cies  of  Government  to  pay  undisputed 
bills  chargeable  to  expired  and  lapsed 
appropriations  in  precisely  the  same 
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manner  as  bills  payable  from  currently 
available  appropriations.  This  will  be 
accomplished  by  repealing  existing  re¬ 
quirements  that  all  obligations  charge¬ 
able  to  lapsed  appropriations,  shall  be 
certified  by  the  General  Accounting 
Office,  in  advance  of  payment  as  legally 
due  and  payable  from  the  lapsed  appro¬ 
priations;  by  permitting  agencies  on  an 
indefinite  basis  to  retain  obligated  bal¬ 
ances  of  all  appropriations  made  to 
them;  and  by  specifically  granting  au¬ 
thority  to  the  agencies  to  pay  prior  year 
obligations,  from  the  retained  balances 
through  regular  disbursing  channels. 
These  payments  would  be  audited  by  the 
General  Accounting  Office. 

As  a  result  of  the  changes  proposed  by 
the  bill,  the  General  Accounting  Office 
would  discontinue  the  maintenance  of 
approximately  35,000  detailed  ledger  ac¬ 
counts  which  are  largely  duplicative  of 
accounting  records  also  required  to  be 
maintained  in  the  several  agencies. 
Professional  claims  adjudicators  and 
supporting  personnel  now  utilized  by 
General  Accounting  Office  in  reexamin¬ 
ing  and  certifying  for  payment  bills 
which  previously  have  been  examined 
and  acknowledged  by  the  agencies  con¬ 
cerned,  as  due  and  payable,  will  be  avail¬ 
able  for  assignment  to  more  productive 
endeavors. 

Mr.  President,  I  am  assured,  if  en¬ 
acted  into  law,  this  bill  will  make  possible 
substantial  savings  in  manpower  and  ad¬ 
ministrative  expenses,  modernize  Gov¬ 
ernment  accounting,  and  effectuate  the 
Hoover  Commission  recommendations  in 
this  important  area. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  The  bill  will  be  received  and  ap¬ 
propriately  referred. 

The  bill  (S.  3362)  to  simplify  account¬ 
ing,  facilitate  the  payment  of  obligations, 
and  for  other  purposes,  introduced  by 
Mr.  Kennedy  (for  himself,  Mr.  Hum¬ 
phrey,  Mr.  Thurmond,  and  Mr.  Cotton), 
was  received,  read  twice  by  its  title,  and 
referred  to  the  Committee  on  Govern¬ 
ment  Operations. 

AGRICULTURAL  ACT  OP  1956- 
AMENDMENTS 

Mr.  WILLIAMS  submitted  an  amend; 
ment,  intended  to  be  proposed  by  him,, 
the  bill  (S.  3183)  to  provide  an  improved 
farm  program,  which  was  ordered  lie 
on  the  table  and  to  be  printed. 

Mr.  ANDERSON  submitted  aiydmend- 
ment,  intended  to  be  proposed  by  him,  to 
Senate  bill  3183,  supra,  whioh  was  or¬ 
dered  to  lie  on  the  tably  and  to  be 
printed. 

Mr.  MURRAY  (for  hjfnself  and  Mr. 
Kefauver)  submitted  air  amendment,  in¬ 
tended  to  be  proposed^ by  them,  jointly, 
to  Senate  bill  3183,  supra,  which  was  or¬ 
dered  to  lie  on  tne  table  and  to  be 
printed. 

Mr.  MURRAY  (for  Mr.  Kefauver) 
submitted  an /Amendment,  intended  to 
be  proposed  Joy  Mr.  Kefauver  to  Senate 
bill  3183,  supra,  which  was  ordered  to  lie 
on  the  table  and  to  be  printed. 

Mr.  C^PEHART  submitted  an  amend¬ 
ment,  intended  to  be  proposed  by  him 
to  Senate  bill  3183,  supra,  which  was  or¬ 
ders®  to  lie  on  the  table  and  to  be 
pointed. 


FEDERAL  ELECTIONS  ACT  OF  1956— 
ADDITIONAL  COSPONSORS  OF 
BILL 

Pursuant  to  the  order  of  the  Senate 
of  February  28,  1956, 

The  names  of  Mr.  Cotton,  Mr.  Pas- 
tore,  Mr.  Bush,  Mr.  Ives,  Mr.  Johnston 
of  South  Carolina,  Mr.  George,  Mr.  Case 
of  South  Dakota,  Mr.  Martin  of  Pennsyl¬ 
vania,  Mr.  Smathers,  Mr.  Beall,  Mr. 
Monroney,  Mr.  Eastland,  Mr.  Thur¬ 
mond,  Mr.  McClellan,  Mr.  Smith  of 
New  Jersey,  Mr.  Holland,  Mr.  Duff,  Mr. 
Payne,  Mr.  Ellender,  Mr.  Thye,  Mr. 
Saltonstall,  Mr.  Bricker,  Mr.  Stennis, 
Mr.  Bender,  Mr.  Bennett,  Mr.  Hicken- 
looper,  Mr.  Ervin,  Mr.  Malone,  Mr. 
Wiley,  Mr.  Kuchel,  Mr.  Allott,  Mr. 
Case  of  New  Jersey,  and  Mr.  Welker 
were  added  as  cosponsors  to  the  bill 
(S.  3308)  to  revise  the  Federal  election 
laws,  to  prevent  corrupt  practices  in  Fed- 
:ral  elections,  to  permit  deductions  for 
:deral  income  tax  purposes  of  certain 
pdiitical  contributions,  and  for  other 
purposes,  introduced  by  Mr.  Johnson  o| 
Texas  (for  himself  and  other  Senator^  ' 
on  February  28,  1956. 

Mr.  vBENNETT.  Mr.  President,  I 
should  like  to  address  the  Senate/for  2 
minutes,  mjder  the  2 -minute  rule. 

Mr.  President,  I  am  happy  to-join  with 
the  distinguished  senior  Senator  from 
Texas  [Mr.  Johnson]  and/ the  distin¬ 
guished  senior  l^enator  fvjgm  California 
[Mr.  KNOWLANDlSas  well/as  many  other 
Members  of  the  Senate,  in  sponsoring 
the  bill  (S.  3308)\j&  strengthen  our 
Federal  election  lav 

I  believe  it  has /fceJome  increasingly 
apparent  that  our  existing  election  laws 
are  antiquated  An  many\respects;  and 
the  inadequacy' of  these  laws  has  been  of 
considerable  Concern  to  me.\l  am  grati¬ 
fied  to  see  in  the  proposed  jaw  a  pro¬ 
vision  for/complete  accounting,  by  Fed¬ 
eral  candidates  of  their  campaign  con¬ 
tributes  and  their  expenditures/as  well 
as  a  requirement  that  large  contributors 
make  an  accurate  and  complete  report 
of  tneir  contributions. 

'Although  the  campaigns  in  my  Staf 
lo  not  usually  result  in  the  expenditure's 
of  large  sums  of  money,  I  think  the  pro¬ 
vision  of  the  bill  establishing  a  more 
realistic  spending  limit  is  of  very  real 
importance  to  candidates  seeking  elec¬ 
tion  from  the  more  populous  States.  I 
believe  small  campaign  contributors 
should  be  encouraged  to  aid  the  candi¬ 
dates  of  their  choice,  and  I  am  glad  to 
see  in  the  bill  provisions  to  make  their 
help  more  possible. 

But,  Mr.  President,  I  have  noticed  that 
there  is  considerable  conflict  between  the 
election  laws  of  many  States  and  the 
proposed  Federal  election  law,  in  respect 
to  the  expenditures  made  by  candidates 
for  Federal  office.  I  hope  that  in  the 
development  of  the  hearings  on  this  bill, 
some  attention  will  be  paid  to  these  con¬ 
flicts  and  variations.  Although  I  realize 
that  we  cannot  legislate  State  laws  on 
the  floor  of  the  national  Congress,  I  hope 
that  before  this  bill  is  finally  enacted, 
we  may  appropriately  call  this  problem 
to  the  attention  of  the  various  State  leg¬ 
islatures.  Certainly  a  candidate  should 
not  be  placed  in  the  position  of  operat¬ 
ing  with  the  sanction  of  one  set  of  laws, 


although  being  in  jeopardy  under , 
arte  and  different  set  of  laws. 

Therefore,  Mr.  President,  I  hq£e  it  will 
be  possible  for  the  Congress  Jo  suggest 
the  development  of  a  uniform  State  law 
which  will  be  more  or  less  m  conformity 
with  whatever  law  the  C9ngress  passes. 

For  this  reason  and  others,  Mr.  Presi¬ 
dent,  I  am  happy  to  jpln  in  sponsoring 
this  bill. 

NATIONAL  CIVIL/AIR  PATROL  DAY — 
ADDITION  Ah/  COSPONSORS  OF 
JOINT  RESOLUTION 

Pursuant  p6  the  order  of  the  Senate 
of  February/29,  1956, 

The  names  of  Mr.  Hruska,  Mr.  Pot¬ 
ter,  Mr/' Martin  of  Pennsylvania,  Mr. 
Fulbright,  Mr.  Capehart,  Mr.  Syming¬ 
ton,  Mr.  Lehman,  Mr.  Humphrey,  and 
Mr. ,  Kuchel  were  added  as  additional 
cosponsors  to  the  joint  resolution  (S.  J. 

es.  151)  to  authorize  the  President  to 
proclaim  December  1  of  each  year  as 
National  Civil  Air  Patrol  Day,  introduced 
by  Mr.  Frear  (for  himself  and  other  Sen¬ 
ators)  ,  on  February  29,  1956. 


PRINTING  OF  REVIEW  OF  REPORT 

ON  LAKE  CHAUTAUQUA  AND  CHA- 

DAKOIN  RIVER,  JAMESTOWN,  N.  Y. 

(S.  DOC.  NO.  103) 

Mr.  CHAVEZ.  Mr.  President,  I  pre¬ 
sent  a  letter  from  the  Secretary  of  the 
Army,  transmitting  a  report  dated  June 
23,  1955,  from  the  Chief  of  Engineers, 
Department  of  the  Army,  together  with 
accompanying  papers  and  an  illustra¬ 
tion,  on  a  review  of  report  on  Lake  Chau¬ 
tauqua  and  Chadakoin  River,  James¬ 
town,  N.  Y„  requested  by  a  resolution  of 
the  Committee  on  Public  Works  adopted 
on  June  17,  1942.  I  ask  unanimous  con¬ 
sent  that  the  report  be  printed  as  a  Sen¬ 
ate  document,  with  an  illustration,  and 
referred  to  the  Committee  on  Public 
Works. 

The  ACTING  PRESIDENT  pro  tem¬ 
pore.  Without  objection,  it  is  so  or¬ 
dered. 


REPORT  OF  THEODORE  ROOSEVELT 
CENTENNIAL  COMMISSION  (S. 
,.DOC.  NO.  102) 

Ir.  O’MAHONEY.  Mr.  President, 
earlier  today  the  Acting  President  pro 
tempore  laid  before  the  Senate  the  re¬ 
port  orrthe  Theodore  Roosevelt  Centen¬ 
nial  Commission  for  the  Celebration  in 
1958  of  tlif  One  Hundredth  Anniversary 
of  Theodoke  Roosevelt.  I  ask  unani¬ 
mous  consenj  that  the  report  be  printed 
as  a  Senatexdocument,  with  illustra¬ 
tions. 

The  ACTING\PRESIDENT  pro  tem¬ 
pore.  Without  Ejection,  it  is  so  or¬ 
dered. 


ARTI- 
IN  THE 


ADDRESSES,  EDI' 

CLES,  ETC.,  PR 
APPENDIX 

On  request,  and  by  unanimous  con¬ 
sent,  addresses,  editorials,  articles,  etc., 
were  ordered  to  be  printed  in  tyje  Appen¬ 
dix,  as  follows; 

By  Mr.  KENNEDY : 

Statement  prepared  by  him  relal  ng  to 
conditions  in  Poland. 
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Rele>se  by  the  United  States  Information 
Agency\elating  to  Leroy  James  Benoit  and 
condition^  in  Brazil. 

By  Hr.  LANGER: 

Article  entitled  “  ‘Bensonomics’  Is  Blasted 
by  High-Support  Senator,”  written  by  Sen¬ 
ator  ELLENDER/Sand  published  in  the  Wash¬ 
ington  Sunday  Star  of  March  4,  1956. 

Statement  by  George  McLain,  president  of 
the  National  Institute  of  Social  Welfare,  be¬ 
fore  the  Senate  Committee  on  Finance,  Feb¬ 
ruary  29,  1956. 

GTA  daily  radio  roundup  of  Wednesday, 
February  29,  1956. 

By  Mr.  ERVIN: 

Address  entitled  “The  Creaking  of  a  Re¬ 
tired  Raven  on  a  Withered  ^ranch,”  deliv¬ 
ered  by  D.  Hiden  Ramsey  before  midwinter 
institute  of  the  North  Carolina' •JPress  Asso¬ 
ciation  at  Chapel  Hill,  N.  C.  \ 

By  Mr .  ROBERTSON : 

Address  entitled  ‘Freedom  of  Choice  in 
Public  Schools,”  delivered  by  Robert 
Troutman  before  the  Rotary  Club,  of 
lanta,  Ga.,  and  printed  in  the  Christian 
ence  Monitor  of  March  1, 1956. 

By  Mr.  AIKEN: 

Address  entitled  “The  Advantage  of  Our' 
Mixed  Economy,”  delivered  by  Dean  J.  M. 
Martin,  of  Laval  University,  in  Quebec,  Can¬ 
ada,  on  February  14,  1956. 

Editorial  entitled  “France’s  Great  Quali¬ 
ties,”  written  by  Henry  C.  Wolfe,  and  pub¬ 
lished  in  the  New  York  Herald  Tribune. 

By  Mr.  BRIDGES: 

Editorial  from  the  Manchester  Union 
Leader,  of  Manchester,  N.  H.,  February  22, 
1956,  supporting  the  Bricker  amendment. 

Editorial  entitled  “Freedom  of  Travel 
Isn’t  for  Red  Agents,”  from  the  Saturday 
Evening  Post. 

Editorial  entitled  “Judge  Lemelin’s 
Stand,”  from  the  Manchester  Union  Leader, 
of  Manchester,  N.  H.,  commenting  on  the 
fight  against  communism. 

Article  entitled  “Communists  Continue 
War  Against  Churches,”  from  the  Wash¬ 
ington  Star  of  March  4,  1956. 

By  Mr.  THYE: 

Editorial  entitled  “Everybody’s  Doing  It,” 
published  in  the  Farm  Journal  of  March 
1956,  dealing  with  surpluses  and  subsides. 

By  Mr.  SALTONSTALL: 

Article  entitled  “How  Can  We  Counter 
Offensive  Charted  at  Red  Party  Congress?” 
written  by  W.  W.  Rostow,  and  published 
in  the  Washington  Sunday  Star  of  March 
4,  1956. 

By  Mr.  MONRONEY: 

Editorial  entitled  “Back  to  Burke,”  pub¬ 
lished  in  the  Washington  Evening  Star  of 
February  24,  1956,  and  an  editorial  entitled 
“Back  to  Burke,”  published  in  the  Washings  ' 
ton  Post  and  Times  Herald  of  February  28, 
1956,  both  relating  to  proposed  airport/at 
Burke,  Va. 

Sundry  editorials  published  in  newspapers, 
principally  in  gas-consuming  States/fegard- 
ing  Presidential  veto  of  Harris-Fulb/ight  bill. 

Editorial  entitled  "Ideal  Spot/  for  Navy 
Trainees,”  published  in  the  Norr&an  (Okla.) 
Transcript  of  February  24,  1956;  and  tele¬ 
gram  to  him  from  Hon.  Raymond  Gary, 
Governor  of  Oklahoma,  relating  to  proposed 
discontinuance  of  naval  air  technical  train¬ 
ing  school  at  Norman,  jokla. 


ANCHER  NELSKtf,  ADMINISTRATOR 
OP/i’HE  REA 

Mr.  POTTER.  Mr.  President,  on 
February  8  t£e  senior  Senator  from  Mon¬ 
tana  offered  for  the  Record  an  article 
from  the  Nashville  Tennessean  purport¬ 
ing  to  show  evidence  of  pressure  on  mem¬ 
bers  ot/the  resolutions  committee  of  the 
National  Rural  Electric  Cooperative  As- 
soci, 

lis  article  does  a  serious  injustice  to 
'  Federal  official,  Ancher  Nelsen,  who. 


as  Administrator  of  the  Rural  Electrifica¬ 
tion  Administration,  is  doing  an  out¬ 
standing  job.  That  is  not  merely  my 
opinion,  but  it  is  the  opinion  of  many 
people  who  have  had  a  long  and  close 
association  with  the  REA  program,  and 
who  are  intimately  familiar  with  its 
operations. 

On  February  27,  the  junior  Senator 
from  South  Dakota  [Mr.  Case]  and  the 
senior  Senator  from  South  Dakota  [Mr. 
Mundt]  presented  evidence  which  bears 
out  the  fact  that  Mr.  Nelsen  was  un¬ 
justly  and  falsely  accused.  I  can  pre¬ 
sent  additional  evidence  that  such  is  the 
case. 

One  of  my  constituents  who  was  pres¬ 
ent  and  active  at  the  meeting  described 
in  the  newspaper  article  previously  re¬ 
ferred  to  has  sent  me  a  copy  of  a  letter 
he  has  written  to  Mr.  Nelsen.  What  he 
said  in  the  letter  is  extremely  illuminat¬ 
ing.  I  ask  unanimous  consent  that  the 
letter  be  printed  in  the  Record. 

There  being  no  objection,  the  letter 
ras  ordered  to  be  printed  in  the  Record, 
a\  follows: 

February  9,  1956. 

Mr.  'Ancher  Nelsen, 

[ministrator ,  United  States  Depart 
of  Agriculture,  Rural  Elect/i- 
ition,  Washintgon,  D.  C. 

Dear  mK  Nelson:  As  the  vice  chaiyfnan  of 
the  resolutions  committee  of  the  NIJECA  1956 
annual  meeting,  I  cannot  tell/you  how 
shocked  I  was.  to  read  the  article  that  ap¬ 
peared  in  the  Nashville  Tennessean  on  Jan¬ 
uary  29. 

I  have  been  a  rhember  o/this  committee 
for  the  past  2  years  \nd  believe  I  know  some¬ 
thing  about  the  committee's  way  of  opera¬ 
tion  and  general  attitudes.  I  must  say  that 
the  picture  reflected  ifrd.he  newspaper  sur¬ 
prised  me.  It  certgjnly  xjoes  not  represent 
what  I  believe  to  bg fact. 

My  first  reason  for  this  belief  is  that  it  was 
the  majority  of  the  committeerthat  asked  you 
to  appear  before  us  to  answer  any  questions 
any  member/of  the  committee  might  have. 
I  was  present,  I  believe,  during  the^times  you 
faced  the  resolutions  committee  while  in  ses¬ 
sion  in  St.  Louis  and  know  first  ha\d  what 
took  pjace.  It  is  my  opinion  we  werh  after 
the  f puts,  those  that  we  could  get  from,  you 
as  yell  as  those  we  could  get.  from  others. 
I  feel  that  if  in  our  deliberations  our  coll¬ 
isions  are  not  reached  with  proper  facts 
re  would  not  be  doing  justice  to  our  respon¬ 
sibilities. 

The  newspaper  writer  includes  this  quota¬ 
tion  :  “He  knew  some  of  our  committee  mem¬ 
bers  had  loan  applications  before  him  and 
he  wished  to  argue  with  us  about  each  issue 
that  might  come  up.  We  didn’t  give  him 
the  chance.  Nobody  before  had  ever  asked 
such  a  chance.” 

I  cannot  say  this  quotation  is  in  error,  but 
I  can  say  it  is  far  from  the  facts.  The  facts 
that  you  offered  your  cooperation  to  your 
fullest  extent  and  informed  the  committee 
that  you  would  be  available  any  time  they 
wished  to  call  you  back.  I  am  sure  the  com¬ 
mittee  as  a  whole  were  more  than  pleased 
to  have  you  available  any  time  they  had  a 
problem  you  could  assist  them  with. 

During  the  2  years  I  have  served  on  the 
committee,  it  has  been  the  policy  of  the  com¬ 
mittee  to  request  anyone  to  appear  before 
them  to  answer  questions  or  to  clarify  prob¬ 
lems  the  committee  might  have.  This  has 
been  a  great  assistance  to  the  committee  in 
the  past  2  years  and  has  greatly  assisted  in 
preparing  good  resolutions. 

I  note  in  the  above-mentioned  article  there 
is  an  attempt  by  the  writer  to  show  your 
appearance  is  unprecedented.  I  again  say 
your  appearance  was  by  request  of  the  ma¬ 
jority  of  the  commmlttee  not  only  this  year 
but  last  year  as  well.  I  cannot  speak  as  to 


previous  years  but  I  do  wonder  how  this  com¬ 
mittee  functioned  in  an  intellegent  manner 
if  it  did  not  seek  information  from  expect  au¬ 
thorities  prior  to  their  composition  of  Resolu¬ 
tions  proposed  for  adoption  on  a  Rational 
scale. 

Very  truly  yours, 

Wolverine  Electric  Cooperative, 
John  N.  Keen,  Manger / 


HIRING  OF  BRAUN  &/  CO.  AS  CON¬ 
SULTANT  FOR  REPUBLICAN  NA¬ 
TIONAL  COMMITTEE 

Mr.  BRIDGES/  Mr.  President,  my 
attention  has  recently  been  called  to  a 
statement  made  by  Mr.  T.  W.  Braun, 
president  of  Braun  &  Co.,  a  Los  Angeles 
public-relations  firm. 

On  the/pending  farm  bill,  there  are 
honest  differences  of  opinion.  However, 
an  attack  was  recently  made  on  certain 
individuals  who  have  rendered  public 
service  with  relation  to  the  pending  leg¬ 
islation.  For  that  reason,  I  desire  that 
tjie  Record  be  correct. 

In  the  course  of  debate,  it  was  stated 
that  Braun  &  Co.  was  under  indictment 
in  Texas.  That  is  incorrect.  The  case 
was  a  conventional  antitrust  case,  and  I 
am  informed  a  Department  of  Justice 
official  stated  that  Braun  &  Co.  was 
named  only  as  an  alleged  conspirator  in 
the  case,  and  was  not  named  as  a  de¬ 
fendant. 

I  am  also  informed  that  the  indict¬ 
ment  was  later  dismissed  by  the  Govern¬ 
ment,  and  a  so-called  “information”  was 
substituted. 

I  ask  unanimous  consent  to  have 
printed  in  the  Record  at  this  point  a  tel¬ 
egram  sent  to  the  Senator  from  Minne¬ 
sota  [Mr.  Humphrey],  by  Braun  &  Co., 
signed  by  T.  W.  Braun,  president. 

There  being  no  objection,  the  telegram 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Reference  your  remarks  about  Secretary  of 
Agriculture  Benson  and  Braun  &  Co. 
in  the  Senate,  March  1. 

If  you  had  checked  the  whole  record  you 
would  have  found  that  we  have  worked  for 
the  Government  on  a  nonpartisan  and  pub¬ 
lic-service  basis  in  various  ways  since  1941. 

My  last  effort  under  a  Democratic  admin¬ 
istration  was  as  a  consultant  in  the  execu¬ 
tive  office  of  the  President  in  1950.  I  was  a 
ember  of  the  staff  which  studied  and  re¬ 
ported  to  the  President  on  foreign  economic 
policies. 

In  terms  of  solid  assistance  to  American 
farmer!*,  we  are  proud  to  match  our  record 
against  political  smears  and  character  assas¬ 
sinations.' 

For  over  \20  years  one  of  our  principal 
activities  hasSbeen  in  the  field  of  increasing 
sales  and  co resumption  of  farm  products, 
especially  those\n  surplus. 

Beginning  in  193£,  we  played  a  leading  part 
in  developing  the  ijroducer-consumer  cam¬ 
paign  idea.  Since  ftoen  about  300  promo¬ 
tions  have  been  conducted  on  such  products 
as  citrus  fruits,  apples, Vears,  peaches,  cher¬ 
ries,  lettuce,  cabbage,  potatoes,  dairy  prod¬ 
ucts,  and  meat.  In  1954  artme,  28  farm  items 
were  given  national  promotion  to  increase 
consumption  of  foods  in  heavy  supply. 

Our  client,  Safeway  Stores, ^ic„  was  one 
of  the  leaders  in  an  expenditure  by  food 
chains  alone  of  about  $12%  miffipn  adver¬ 
tising  fresh  beef  in  a  recent  drivo^on  that 
product.  The  results  in  increase  consump¬ 
tion  were  spectacular  and  in  the  neighbor¬ 
hood  of  18  pounds  per  capita. 

Similar  campaigns  have  been  undertaken 
to  increase  the  consumption  of  the  larke 
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Foreign  aid . 21 

HIGHLIGHTS:  Conferees  reached  Agreement  on  severaL/provisicns  of  farm  bill.  Senate 
agreed  to  conference  report  on  bill  to  relieve  farmers  of  excise  tax  on  gasoline. 
House  received  conference  report  onvbill  to  relieve  farmers  of  excise  tax  ©n  gasolin 
House  received  conference  report  on  Colorado  River  storage  project  bill.  Rep,  John¬ 
son,  Wis,,  alleged  that  this  administAtion  did  not  inherit  dairy  products  surplus. 
Rep,  Cooley  and  others  suggested  that  cXrifprence  report  on  farm  bill  would  be  ready 
after  Easter  recess.  House  received  conference  report  on  Treasury-Post  Office  ap¬ 
propriation  bill  for  1957.  Rep*  Harvey  udr gbd  favorable  consideration  of  measure  fwr 
research  in  industrial  use  of  agricultural  prh.ducts, 

HQUSg 

FARM  PROGRAM.  The  "Daily  Digest"  states:  "Cor 
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session,  to  resolve  the  differences  between  the 


es  continued,  in  executive 
nate  and  House-passed 

versions  of  H.  R.  12,  Agricultural  Act  of  1956.  Allowing  today's  session, 
it  was  announced  that  the  conferees  had  agreed  to  (T^l  adopt  9®  percent  of 
parity  for  1  year  for  basic  crops,  (2)  adopt  the  dual-^parity  formula  as  passed 
by  the  Senate  and  require  the  Secretary  of  Agriculture  to  conduct  a  study  cf 
parity  formulas,  witn  submission  of  his  recommendations  thereon  to  the  Congreos 
not  later  than  Jandary  3®,  3-957,  and  (3)  with  regard  to  thevjprop03^  soil- 
bank  program,  strike  from  the  bill  limitations  of  $100,000  aAbotai  price 
support  to  be  received  by  any  one  person,  $25,00®  as  total  amot 
ceived  by  anwwne  person  cn  acreage  programs,  and  47,50®  as  t 
be  received /by  any  one  person  cn  conservation  reserves, 

"In  a^i  afternoon  session,  the  conferees  agreed  to  strike  out 
vision  ir/the  bill  passed  by  the  Senate  providing  for  change  in  the. 
quotas  for  extra-long  staple  cotton,  and  adopted  revised  language  dire^ 
the  spue  for  expert  at  competitive  world  orices  CCC  stocks  of  such  couuc 

p*  W)1 

Rep.  Hoffman  speculated  on  the  possibility  of  consideration  of  H.  R, 
t>fe  farm  bill,  on  Thurs.  or  Fri.,  Mar.  29  or  30.  p.  5080 


to  be  re¬ 
amount  to 


pro- 

>ort 


-2- 


Rep,  Cooley ,  Majority  Leader,  McCormack,  and  others  expressed  the  opin} 
that  because  of  the  complicated  nature  of  the  farm  bill,  the  conference  re' 
would  not  be  ready  until  after  the  Easter  recess,  p,  5086 


2.  TAXATION.  Received  the  conference  report  on  H,  R..  8780,  to  provide  for' the 
relief  of  farmers  from  the  Federal  excise  tax  on  gasoline  used  on  the/farm 
(H.  Kept  .\l957).  pp.  5075,  5098 


3.  RECLALATION.X  Received  the  conference  report  on  S.  500,  to  authorize  the 

construction ,\operat ion,  and  maintenance  of  the  Colorado  River  sxorage  project 
(Hs  Rept.  1950 \(pp.  5076,  5098).  Unanimous  consent  was  requested  for  the 
consideration  ofVthe  conference  report,  out  Rep.  Hiestand  objected  (p.  5085). 


k. 


APPROPRIATIONS.  Received  the  conference  report  on  H.  R.  the  Treasury- 

Post  Office  appropriation  bill  for  1957  (H.  Reot.  1956)./  pp.  5C85,  5098 


5. 


DAIRY  PRODUCTS.  Rep.  Ji 
surplus  was  not  inheritec 


ison,  is.,  alleged  that  the  /o-called  dairy  oroducts 


had  increased  under  this 


hy  this  Administration,  bu£ 
Administration,  p.  5079 


rather  that  the  surplus 


6.  ACCOUNTING.  The  Executive  and  Legislative  Reorganization  Subcommittee  of  the 
Government  Operations  Committee  ordered  reported  with  amendments  to  the  full 
committee  H.  R.  9593,  to  simplify  accounting  and  facilitate  the  payment  of 
obligations.  -]»»--  D29& 


7.  FRUITS.  The  Interstate  and  Foreign \omme^oe  Committee  ordered  reported 
with  amendment  H.  R,  7732,  to  amend  tne  .Food,  Drug,  and  Cosmetic  Act 
regarding  artificial  coloring  of  oranges,  p.  D296 


8.  RESEARCH.  Rep.  Harvey  and  others  un^ed  fdvorable  consideration  of  bills  pro¬ 
viding  for  research  in  the  industrial  uses  sf  agricultural  products.  Rep. 
Harvey  spoke  specifically  in  favor  of  his  biKL,  H.  R.  10125.  p.  5091 


9.  FORESTRY.  The  Interstate  and  Foreign  Commerce  Committee  submitted  an  interim 
report,  n Newsprint  Study - Ne/s  print  Outlook  for  \L956"  (H.  Rept.  1953)*  p.  5098 


10.  STOCKPILING.  Both  Houses  deceived  from  ODM  the  repbrt  on  the  stockpiling 
program  for  July  1  to  December  31,  1 955.  pp.  501i|,  !TQ98 


Q 


11.  ACREAGE  ALLOTMENTS.  Received  from  the  S.  C.  Legislature\memorials  requesting 
legislation  for  cottpn  acreage  allotments  for  the  small  iapmers  in  S.  C. 

p.  5099 


SENATE 


12.  TAXES 


Agreed^ to  the  conference  report  cn  H*  R.  8780,  to  relieve  farmers  frera 
excise  taxe/  on  gasoline  and  special  fuels  used  on  the  farm  for  farming 
purposes. /The  report  resolved  a  substantive  difference  between  the  two  Houses 
on  whether  a  custom  operator  who  used  gasoline  for  cultivating  the  soil  and 
raising/crops  was  entitled  to  the  gasoline  refund.  The  report  provides  that 
such  refunds  will  he  payable  only  to  the  farmer  on  whose  farm  the  gasm^iue  is 
used/and  not  to  the  custom  operator,  p.  5071 


13.  APPROPRIATIONS .  The  Appropriations  Committee  concluded  hearings  on  H.  R.  IG.OOJi, 
ie  second  supplemental  appropriation  bill  for  1956.  p.  D29U 
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CONTENTS 
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Farm  prices,... . ...21  Loans . $,23 
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ghways . . .8/  Surplus  commodities .... ,36 
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HIGHLIGHTS:  House  failed  to  overrideNPresident'  s  veto  of  farm  bill.  Sens,  Humphrey 
and  Johnston  criticized  and  others  defended  President’s  veto  of  farm  bill.  Senate 
received  from  this  Department  proposed  bil y amending  Watershed  and  Flood  Prevention 
Act,  Senate  committee  reported  Johns ton  .Civil  Service  retirement  bill.  Senate  com¬ 
mittee  reported  bill  to  release  T ong as s/For ^-st  receipts  from  escrow.  Senate  agreed 
to  limit  debate  on  bill  to  increase  U.'S.  contributions  to  FAO,  House  committee 
ordered  reported  bill  to  improve  an<^/ simplify  government  accounting  methods.  Several 
('continued  on  last  page) 


) 


HOUSE 


1,  FARM  PROGRAM,  Rep.  Cooley  and  others  criticized  the\President 1 s  veto  of  H.  R, 
12,  the  farm  bill,  ancr  Rep.  Halleck  defended  the  President's  action.  In  the 
vote  to  override  the/ veto,  the  question  failed  of  the  necessary  two-thirds 
majority  (202  for,/2ll  against),  p.  5852 


egan  debate  on  H.  Res.  1*59*  to  authorize  tm 
a  full  study  of  GATT  and  the  Organization 


Ways  and  Means 
<r  Trade  Cooper- 


2.  FOREIGN  TRADE. 

Committee  to  iWake 
at ion.  p.  5877 

The  Wayd  and  Means  Committee  reported  with  amendments  H.  R.  55$0,  to  provide 
for  U,  S/  participation  in  GATT  and  OTC  (H.  Rept.  2007).  p*  5889 

3*  PERSONNEL,  Both  Houses  received  from  the  Attorney  General  a  proposed  Mil  "to 
amand  the  act  of  August  26,  1950,  relating  to  the  suspension  of  employment  of 
civilian  personnel  of  the  United  States  in  the  Interest  of  national  security"; 
(o  Post  Office  and  Civil  Service  Committees,  pp,  5771*  5889 


2- 


iu  FINANCES .  Received  from  the  Treasurer  .  epartment  the  annual  report  on  the  /state 
of  finances  of  the  Government  (H.  Doc.  2U3);  to  the  ’Tavs  and  l  eans  Committee. 

p.  5889N 


5.  LOANS.  TheNJnterior  and  Insular  Affairs  Committee  reported  with  amendment 
H.  R.  8385, \o  provide  for  the  transfer  from  the  Interior  Department  tc  the 
Agriculture  r\partment  of  authority  for  the  collection  and  settlement  of 
certain  Puerto V.ican  hurricane  relief  loan  debts  (H.  Rept .  2009V*  p.  5889 


6,  FOOD.  The  Government  Operations  Committee  issued  a  report  on /cod  and  Clothing 
Depot  Utilization  RH,  Kept.  2013).  p*  5889 


7.  ACCOUl'ITING.  The  Government  Operations  Committee  ordered  reported  with  amend¬ 
ment  H.  Pi.  9593,  tc  simplify  accounting  and  facilitate  the  payment  of  obliga¬ 
tions  . 


8,  HIGHWAYS.  The  Public  \ Torks committee  ordered  reported  H.  R,  8838,  to  authorize 

appropriations  for  continuing,  the  construction  of  highways  (p.  D359).  The 
"Daily  Digest"  states  that  theV committee  "directed  Pep,  Fallen,  chairman  of 
the  Subcommittee  on  Roads,  to  introduce  a  clean /till  incorporating,  as  title 
I,  the  Federal  Aid  Highway  Act  oitl956  (H,  Fc.  8836),  and,  as  title  II,  the 
Federal  Highway  Revenue  Act  of  195^  (H.  R.  9Qd5)."  p*  D359 


SENATE 


9«  FARM  PROGRAM.  Sens.  Humphrey  and  Johnst^h  criticized  and  others  defended  the 
President’s  veto  of  H.  R.  12,  the  farm/bxtl,  pp.  5806,  5830 

Sen.  Payne  inserted  a  newspaper  e^itoriaQ.  setting  forth  the  merits  of  a 
soil  bank  program,  p.  5789 


10.  APPROPRIATIONS.  Majority  Leader  iohnson  announced  that  H.  R,  9390,  the  Lnterior 
Department  appropriation  bill,  will  be  taken  up\n  Mon,,  Apr.  23.  p.  5770 


11.  WATERSHEDS;  FLOOD  CONTROL.  Received  from  this  Department  proposed  legislation 
amending  the  1  atershed  Development  and  Flood  Prevention  Act;  to  Agriculture 
and  Forestry  Committee,  (/or  summary  of  provisions  se^  Digest  No.  62.) 
p.  5771 


12.  FORESTRY.  The  Interior/and  Insular  Affairs  Committee  reported  with  amendment 
S.  2517,  to  release  from  escrow  the  receipts  from  the  sale  \f  timber  in  the 
Tongass  National  Forest  (S,  ~ept.  1778).  p.  5773 


13.  PERSONNEL.  The  Post  Office  and  Civil  Service  Committee  reportea\with  amendment 
S.  2875,  the  Johnston  bill  to  provide  increased  retirement  benefits  to  retiring 
Federal  employees  (S,  Rept,  1787).  p.  5773 


llu  FAO.  Agreed /to  limit  debate  on  G,  J.  Res.  97,  which  increases  U,  S,  Contribu¬ 
tions  to  F/0,  to  2  hours  for  any  amendment,  motion,  or  appeal  beginning Thurs . 
p.  5830 


15.  FLOOD  CONTROL.  Passed  without  amendment  S.  3272,  to  increase  and  make  certain 
revisions  in  the  general  authorization  for  smahl  fl  nod~ooutroL  pa-ojects. 
p.  5800 
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9. 


FAPIaPROGRAM.  Rep.  Springer  spoke  in  favor  of  the  soil  bank  plan  as  a  method^ 
of  rb4ucinp  agricultural  surpluses  and  increasing  the  farmers'  income,  p.99^ 

[»  Hoeven  suggested  prompt  consideration  of  soil  bank  proposals ,  inplud- 
ing  his \b ill,  H.  R.  10603,  which  would  provide  for  advance  pa,rmonts  to  g^rtici- 
pating  farmers,  p.  9967 

Rep,  i\V>x  spoke  in  support  of  the  President's  veto  of  the  farm  bill  and 
suggested,  what  while  the  soil-bank  plan  was  commendable ,  other  features  of 
H.  R.  12,  the\farm  bill,  world  have  worked  to  the  detriment  of  the/small 
farmer  and  the\j.ive stock  and  dairy  industry,  p.  9993 

APPROPRIATIONS,  Received  from  the  President  proposed  1997  Dud^t  amendments 
totaling  f21,li 19,000  for  the  Agricultural  Research  Service,  /. s  follows: 
(pl8,9l9,000  for  the  const  •ruction  of  animal  disease  laboratory  facilities  at 
Beltsville,  Md,;  and  $2,900,000  to  provide  additional  fur^s  for  gypsy  moth 
control  (H.  Poc,  383);  to  the  Appropriations  Committee ,/  p.  9997 

INSECT  CONTROL.  Rep.  Albert  urged  consideration  of  efforts  to  control  the 
spotted  alfalfa  aphid,  and  inserted  a  statement  from  Pr.  Shaw,  ARS,  comment¬ 
ing  on  present*  efforts  to  control  this  blight,  p.  9969 


6. 


7. 


8. 

I 


10. 


11. 


FOREIGN  TRADE.  Rep.  Pern  criticised  the  administration  of  the  Reciprocal 
Trade  Agreements  Act,  and  suggested  a  limitation  of  the  importation  of  certain 
textile  and  pork  products,  p.  999^ 

ACCOUNTING.  The  Government  Operations  Committee  reported  with  amendment  H.  R. 

99 93,  to  simplify  accounting  and  facilitate  the  oavment  of  obligations  (H. 

Rept.  2019)/  -pr- 9m- 

GRAINS.  The  Pays  and  beans  Committee  reportWi  w-i.thout  amendment  H.  R.  9083, 
to  amend  the  Internal  Revenue  Code  of  19!'l-i  b\  extending  for  2  •trears  (from 
Pec.  31,  1996)  the  period  for  i^gpid  amorti7,at:u^n  of  grain-storape  facilities 
(H.  Rept.  2017).  p.  9997 

CONGRESS.  Reps.  HcCormack  aJid  Partin,  Pass.,  debated,  the  legislative  accomplish- 
‘  ments  of  the  Second  Sessions  of  the  83rd  and  Birth  Oppresses,  p,  9967 

LEGISLATIVE  PROGRAM,  The  "Daily  igest"  states  the  following  as  the  legislative 
schedule  for  next  w eak:  Hon.,  D.  C.  bills;  Tues,,  the  \atershed  bill;  tied., 
and  balance  of  the  jfeek,  the  soil  bank  appropriation  bill  \  the  State  and 
Justice  Department©  appropriation  bill  for  1997,  and  the  highway  construction 
bill  for  1996.  /.  P370 

ADJOURNED  unti/l'on*,  Apr.  23.  pp.  998U,  9997 

SENATE 

FORESTRl^  Passed  without  amendment  S.  2917,  to  release  from  escrow 
receipts  from  the  sale  of  timber  in  the  Tongass  National  forest,  p.  991^9 
/fen.  Neuberger  inserted  a  speech  of  the  Fres,  of  the  International  ^ 

Uoesd workers  of  America  urging  greater  protection  of  our  timber  resources, 
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md  harbors  against  the  results  of  soil  erosion  in  aid  of 
lintainin^  t 1  >e  navigability  of  waters  and  water  courses  • 
and  in  aid  of  flood  control;  and  (?)  reestablishment,  at  as 
rapid  a  rate  as  t^e  secretary  of  Agriculture  determines  to 
be  practicable  and  in  the  general  public  interest,  of  the  rati> 
between  the  purchasing  power  of  the  net  income  per  person  on 
farms  and.  that  of  the  income  per  person  not  on  farms  that  pre¬ 
vailed  during  the  five-vear  period  August  1909-July  19lh,  JLn- 
clusive,  Xs  determined  from  statistics  available  in  the  Umted 
States  Department  of  Agriculture,  and  the  maintenance  of  such 
ratio.  The Vowers  conferred  under  sections  7  to  lU,  Inclusive, 
of  t  is  Act  s\all  be  used  to  assist  voluntary  action /calculated 
to  effectuate  \jie  purposes  specified  in  this  sect:;  o/,  Such 
pothers  shall  no-^be  used  to  discourage  the  production  of  sup- 
lies  of  foods  a nov fibers  sufficient  to  maintain  normal  domestic 
human  consumption  Sis  determined  b~r  the  Secretai/  from  the 
records  of  domesticNhuman  consumption  in  the  wears  1920  to 
1929,  inclusive,  taking  into  consideration  iwcreased  population, 
quantities  of  amT  commodity  that  were  forced  into  domestic  con¬ 
sumption  by  decline  in  Exports  during  sue]/ period,  current 
trends  in  domestic  consumption  and  ej-por/s  of  particular  com¬ 
modities,  and  the  quantities  of  substitutes  available  for 
domestic  consumption  withirKany  r  enerfi  class  of  food  commod¬ 
ities,  In  carrying  out  the  purpose  s/of  this  section  due  regard 
shall  be  riven  to  the  maintenance  of  a  continuous  and  stable 
supply  of  agricultural  commodiMe/  adequate  to  meet  consumer 
demand  at  prices  fair  to  both  producers  and  consumers. 


"The  Comrittee  doubts  that  the  /oil  'yank  plan  will  do  all  that  the 
President  claims  for  it,  so  far  as/ reducing  surpluses  in  concerned.  In  its 
opinion,  present  surpluses  are  the  result  of  the  failure  of  the  department 
of  Agriculture  to  sell  commodities  in  world  \rade  for  dollars  at  competitive 
bid  prices,  as  authorized  and  Contemplated  by\the  resent  charter  of  the  Com¬ 


modity  Credit  Corporation, 


support  this  view,  the  Committee  need  only 


pp.int  to  the  fact  that  in  r/cent  months  practically  all  commodities  which 
have  been  offered  for  sale/ competitively  in  worlc\trade  through  normal  chan¬ 
nels  have  been  sold  for  /)llars, 

"Neither  does  the  Committee  believe  t’  at  such  piyogram  can  ever  be  a 
substitute  for  price  of  income  which  farmers  must  have  if  they  are  to  share 
fully  in  national  prosperity.  The  Committee  does  believe  that  such  a  pro¬ 
gram,  if  properly  a/ministered,  can  be  of  some  help  to  American  farmers 
under  present  conditions, 

"Notwithstanding  the  failure  of  the  President  and  the^Secretary  of 
Agriculture  to  /se  such  existing  authority,  and  despite  they. fact  that  they 
have  not  seen/it  to  request  the  necessary  funds,  the  Committee  feels  that 
the  approprj/tion  proposed  in  the  accompanying  bill  should  beyriven  im¬ 
mediate  consideration  by  Congress,  Since  the  President  has  veuoed  H,  R. 

12,  which /Would  have  restored  the  historical  relationship  between  the 
farmer's/price  and  the  cost  of  what  he  must  buy,  and  would  have  ibbeed 
price  supports  at  90  percent  of  the  farmer's  comparative  purchasing 
power  /bring  the  period  1909-191U,  some  alternative  action  must  be  uaken 
by  C/ngress,  The  action  proposed  herein  appears  to  be  the  most  feasible 
™a3/of  providing  some  immediate  relie.f  for  the  farm  problem," 

and  12! » 


For /inority  views  subsequently  received,  see  p*<,esn9,  10, 


84th  Congress  )  HOUSE  OF  REPRESENTATIVES  (  Report 
2d  Session  j  |  No.  2015 


SIMPLIFYING  ACCOUNTING,  FACILITATING  THE  PAY¬ 
MENT  OF  OBLIGATIONS,  AND  FOR  OTHER  PURPOSES 


March  19,  1956. — Committed  to  the  Committee  of  the  Whole  House  on  the 
State  of  the  Union  and  ordered  to  be  printed 


Mr  Dawson,  of  Illinois,  from  tlie  Committee  on  Government  Opera¬ 
tions,  submitted  the  following 

REPORT 

[To  accompany  H.  R.  9593] 

The  Committee  on  Government  Operations,  to  whom  was  referred 
the  bill  (H.  R.  9593)  to  simplify  accounting,  facilitate  the  payment  of 
obligations,  and  for  other  purposes,  having  considered  same,  report 
favorably  thereon  with  an  amendment  and  recommend  that  the  bill 
as  amended  do  pass. 

The  amendment  is  as  follows: 

Strike  out  all  after  the  enacting  clause  and  insert  in  lieu  thereof  the 
following: 

That,  (a)  the  account  for  each  appropriation  available  for  obligation  for  a  definite 
period  of  time  shall,  upon  the  expiration  of  such  period,  be  closed  as  follows: 

(1)  The  obligated  balance  shall  be  transferred  to  an  appropriation  account  of 
the  agency  or  subdivision  thereof  responsible  for  the  liquidation  of  the  obligations, 
in  which  account  shall  be  merged  the  amounts  so  transferred  from  all  appropriation 
accounts  for  the  same  general  purposes;  and 

(2)  The  remaining  balance  shall  be  withdrawn  and,  if  the  appropriation  was 
derived  in  whole  or  in  part  from  the  general  fund,  shall  revert  to  such  fund,  but  if 
the  appropriation  was  derived  solely  from  a  special  or  trust  fund,  shall  revert, 
unless  otherwise  provided  by  law,  to  the  fund  from  which  derived:  Provided,  That 
when  it  is  determined  necessary  by  the  head  of  the  agency  concerned  that  a  portion 
of  the  remaining  balance  withdrawn  is  required  to  liquidate  obligations  and  effect 
adjustments,  such  portion  of  the  remaining  balance  may  be  restored  to  the  appro¬ 
priate  accounts  established  pursuant  to  this  Act:  Provided  further,  That  prior 
thereto  the  head  of  the  agency  cencerned  shall  make  such  report  with  respect  to 
each  such  restoration  as  the  Director  of  the  Bureau  of  the  Budget  may  require. 

(b)  The  transfers  and  withdrawals  required  by  subsection  (a)  of  this  section 
shall  be  made — 

(1)  not  later  than  September  30  of  the  fiscal  year  immediately  following 
the  fiscal  year  in  which  the  period  of  availability  for  obligation  expires,  in 
the  case  of  an  appropriation  available  both  for  obligation  and  disbursement 
on  or  after  the  date  of  approval  of  this  Act;  or 

(2)  not  later  than  September  30  of  the  fiscal  year  immediately  following 
the  fiscal  year  in  which  this  Act  is  approved,  in  the  case  of  an  appropriation 
which,  on  the  date  of  approval  of  this  Act,  is  available  only  for  disbursement. 
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(c)  For  the  purposes  of  this  Act,  the  obligated  balance  of  an  appropriation 
account  as  of  the  close  of  the  fiscal  year  shall  be  the  amount  of  unliquidated 
obligations  applicable  to  such  appropriation  less  the  amount  collectible  as  repay¬ 
ments  to  the  appropriation  as  reported  pursuant  to  section  1311  (b)  of  the  Sup¬ 
plemental  Appropriation  Act,  1955  (68  Stat.  830;  31  U.  S.  C.  200  (b)).  Collec¬ 
tions  authorized  to  be  credited  to  an  appropriation  but  not  received  until  after 
the  close  of  the  fiscal  year  in  which  such  appropriation  expires  for  obligation  shall, 
unless  otherwise  authorized  by  law,  be  credited  to  the  appropriation  account  into 
which  the  obligated  balance  has  been  or  will  be  transferred,  pursuant  to  subsection 
(a)  (1),  except  that  collections  made  by  the  General  Accounting  Office  for  other 
Government  agencies  may  be  deposited  into  the  Treasury  as  miscellaneous 
receipts. 

(d)  The  transfers  and  withdrawals  made  pursuant  to  subsections  (a)  and  (b) 
of  this  section  shall  be  accounted  for  and  reported  as  of  the  fiscal  year  in  which 
the  appropriations  concerned  expire  for  obligation,  except  that  such  transfers  of 
appropriations  described  in  subsection  (b)  (2)  of  this  section  shall  be  accounted 
for  and  reported  as  of  the  fiscal  year  in  which  this  Act  is  approved. 

Sec.  2.  Each  appropriation  account  established  pursuant  to  this  Act  shall  be 
accounted  for  as  one  fund  and  shall  be  available  without  fiscal  year  limitation  for 
payment  of  obligations  chargeable  against  any  of  the  appropriations  from  which 
such  account  was  derived.  Subject  to  regulations  to  be  prescribed  by  the  Comp¬ 
troller  General  of  the  United  States,  payment  of  such  obligations  may  be  made 
without  prior  action  by  the  General  Accounting  Office,  but  nothing  contained  in 
this  Act  shall  be  construed  to  relieve  the  Comptroller  General  of  the  United  States 
of  his  duty  to  render  decisions  upon  requests  made  pursuant  to  law  or  to  abridge 
the  existing  authority  of  the  General  Accounting  Office  to  settle  and  adjust  claims, 
demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  established  pursuant  to  this  Act  shall  be 
reviewed  periodically,  but  at  least  once  each  fiscal  year,  by  each  agency  concerned. 
If  the  undisbursed  balance  in  any  account  exceeds  the  obligated  balance  pertaining 
thereto,  the  amount  of  the  excess  shall  be  withdrawn  in  the  manner  provided  by 
section  1  (a)  (2)  of  this  Act;  but  if  the  obligated  balance  exceeds  the  undisbursed 
balance,  the  amount  of  the  excess  may  be  transferred  to  such  account  from  the 
appropriation  currently  available  for  the  same  general  purposes.  A  review  shall 
be  made  as  of  the  close  of  each  fiscal  year  and  the  transfers  or  withdrawals  re¬ 
quired  by  this  section  accomplished  not  later  than  September  30  of  the  following 
fiscal  year,  but  the  transactions  shall  be  accounted  for  and  reported  as  of  the 
close  of  the  fiscal  year  to  which  such  review  pertains.  A  review  made  as  of  any 
other  date  for  which  transfers  or  withdrawals  are  accomplished  after  September  30 
in  any  fiscal  year  shall  be  accounted  for  and  reported  as  transactions  of  the  fiscal 
year  in  which  accomplished. 

(1))  Whenever  a  payment  chargeable  to  an  appropriation  account  established 
pursuant  to  this  Act  would  exceed  the  undisbursed  balance  of  such  account,  the 
amount  of  the  deficiency  may  be  transferred  to  such  account  from  the  appropria¬ 
tion  currently  available  for  the  same  general  purposes.  Where  such  deficiency 
is  caused  by  the  failure  to  collect  repayments  to  appropriations  merged  with  the 
appropriation  account  established  pursuant  to  this  Act,  the  amount  of  the  defi¬ 
ciency  may  be  returned  to  such  current  appropriation  if  the  repayments  are  subse¬ 
quently  collected  during  the  same  fiscal  year. 

(c)  In  connection  with  his  audit  responsibilities,  the  Comptroller  General  of 
the  United  States  shall  report  to  the  head  of  the  agency  concerned,  to  the  Secretary 
of  the  Treasury,  and  to  the  Director  of  the  Bureau  of  the  Budget,  respecting 
operations  under  this  Act,  including  an  appraisal  of  the  unliquidated  obligations 
under  the  appropriation  accounts  established  by  this  Act.  Within  thirty  days 
after  receipt  of  such  report,  the  agency  concerned  shall  accomplish  any  actions 
required  by  subsection  (a)  of  this  section  which  such  report  shows  to  be  necessary. 

Sec.  4.  During  the  fiscal  year  following  the  fiscal  year  in  which  this  Act  becomes 
effective,  and  under  rules  and  regulations  to  be  prescribed  by  the  Comptroller 
General  of  the  United  States,  the  undisbursed  balance  of  the  appropriation 
account  for  payment  of  certified  claims  established  pursuant  to  section  2  of  the 
Act  of  July  6,  1949  (63  Stat.  407;  31  U.  S.  C.  712b),  shall  be  closed  in  the  manner 
provided  in  section  1  (a)  of  this  Act. 

Sec.  5.  The  obligated  balances  of  appropriations  made  available  for  obligation 
for  definite  periods  of  time  under  discontinued  appropriation  heads  may  be 
merged  in  the  appropriation  accounts  provided  for  by  section  1  hereof,  or  in  one 
or  more  other  accounts  to  be  established  pursuant  to  this  Act  for  discontinued 
appropriations  of  the  agency  or  subdivision  thereof  currently  responsible  for  the 
liquidation  of  the  obligations. 
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Sec.  6.  The  unobligated  balances  of  appropriations  which  are  not  limited'  to 
a  definite  period  of  time  shall  be  withdrawn  in  the  manner  provided  in  section 
1  (a)  (2)  of  this  Act  whenever  the  head  of  the  agency  concerned  shall  determine 
that  the  purposes  for  which  the  appropriation  was  made  has  been  fulfilled;  or,  in 
any  event,  whenever  disbursements  have  not  been  made  against  the  appropriation 
for  two  full  consecutive  fiscal  years:  Provided,  That  amounts  of  appropriations 
not  limited  to  a  definite  period  of  time  which  are  withdrawn  pursuant  to  this 
section  or  were  heretofore  withdrawn  from  the  appropriation  account  by  adminis¬ 
trative  action  may  be  restored  to  the  applicable  appropriation  account  for  the 
payment  of  obligations  and  for  the  settlement  of  accounts. 

Sec.  7.  The  following  provisions  of  law  are  hereby  repealed: 

(a)  The  proviso  under  the  heading  “payment  op  certified  claims”  in  the 
Act  of  April  25,  1945  (59  Stat.  90;  31  U.  S.  C.  690); 

(b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat.  407;  31  U.  S.  C.  712b),  but 
the  repeal  of  this  section  shall  not  be  effective  until  June  30,  1957; 

(c)  The  paragraph  under  the  heading  “payment  of  certified  claims”  in  the 
Act  of  June  30,  1949  (63  Stat.  358;  31  U.  S.  C.  712c); 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat.  418;  31  U.  S.  C.  713a);  and 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended  (31  U.  S.  C.  715). 

(f)  Any  provisions  (except  those  contained  in  appropriation  acts  for  the  fiscal 
years  1956  and  1957)  permitting  an  appropriation  to  remain  available  for  expendi¬ 
ture  for  any  period  beyond  that  for  which  it  is  available  for  obligation,  but  this 
subsection  shall  not  be  effective  until  June  30,  1957. 

Sec.  8  The  provisions  of  this  Act  shall  not  apply  to  the  appropriations  for  the 
District  of  Columbia. 

Sec.  9.  The  inclusion  in  appropriation  acts  of  provisions  excepting  any  appro¬ 
priation  or  appropriations  from  the  operation  of  the  provisions  of  this  Act  and 
fixing  the  period  for  which  such  appropriation  or  appropriations  shall  remain 
available  for  expenditure  is  hereby  authorized. 

General  Statement 

The  bill  as  amended  is  designed  to  improve  the  accounting  pro¬ 
cedure  of  the  Government  in  two  major  respects:  (1)  to  merge  all 
prior-year  obligated  balances  into  one  consolidated  account  for  the 
same  general  purposes  within  each  agency,  and  (2)  to  authorize  the 
agencies  of  the  Government  to  pay  those  bills  on  which  there  is  no 
dispute  but  for  which  the  appropriations  have  lapsed  and  make  them 
chargeable  to  the  lapsed  appropriations  in  the  same  manner  as  bills 
payable  from  currently  available  appropriations.  Such  bills  against 
lapsed  appropriations  are  presently  being  processed  by  the  Comptroller 
General,  and  paid  by  the  Treasury  Department  out  of  its  certified 
.claims  account. 

I  The  terms  of  the  bill  and  the  new  procedures  it  develops  have  been 
agreed  upon  by  the  Bureau  of  the  Budget,  the  Comptroller  General, 
and  the  Treasury  Department.  Certain  reservations  of  the  Depart¬ 
ment  of  Defense  and  the  Department  of  State  to  the  original  bill  have 
been  satisfied  by  amendments.  Laws  now  in  effect  which  require  the 
present  procedure  for  handling  certified  claims  will  be  repealed  under 
the  present  bill. 

The  new  procedures  which  this  bill  will  install  have  been  the  con¬ 
cern  of  the  Comptroller  General  for  some  time.  They  are  also  in 
general  accord  with  two  recommendations  of  the  Hoover  Commission 
on  the  Organization  of  the  Executive  Branch  of  the  Government  in 
its  report  on  budget  and  accounting. 

In  general,  appropriations  may  not  be  obligated  after  the  end  of  the 
particular  fiscal  year.  Payments  or  expenditures  pursuant  to  such 
obligations  may  generally  be  made  for  a  period  of  2  years  following 
the  end  of  the  fiscal  year.  After  that  time  the  appropriations  are 
considered  to  have  expired  for  expenditure  purposes. 

As  related  by  the  Bureau  of  the  Budget  the  benefits  to  be  derived 
from  the  new  procedure  are  as  follows: 
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1.  At  the  present  time  accounts  payable  relating  to  obligations 
incurred  under  appropriations  which  expired  for  obligation  purposes 
more  than  2  years  earlier  are  examined  both  by  the  agency  concerned 
and  by  the  General  Accounting  Office  before  payment  is  made.  The 
bill  would  authorize  the  Comptroller  General  to  prescribe  by  regula¬ 
tions  the  conditions  under  which  such  payments  may  be  made  without 
prior  review  by  the  General  Accounting  Office.  This  would  bring 
about  savings  by  eliminating  the  duplicate  review.  Also  payments 
could  be  made  more  promptly. 

2.  The  entire  balance  of  each  appropriation  (both  the  obligated  and 
the  unobligated  portion)  is  now  carried  in  the  accounts  of  the  agencies 
for  2  years  after  the  appropriation  expires  for  obligation  purposes. 
Under  the  bill  the  unobligated  balances  remaining  at  the  close  of  each 
fiscal  year  would  be  withdrawn  from  expired  appropriations  within  3 
months  thereafter,  thus  reducing  the  carryover  of  unexpended 
balances. 

3.  Individual  appropriation  accounts  are  now  kept  by  the  agencies  ^ 
on  a  formal  basis  for  2  years  after  the  appropriations  expire  for(J 
obligation  purposes  and  thereafter  for  at  least  8  more  years  on  a 
memorandum  basis.  In  addition,  after  2  years,  the  General  Account¬ 
ing  Office  maintains  the  individual  appropriation  accounts  in  order  to 
see  that  there  are  available  appropriation  balances  before  claims  are 
certified  for  payment.  This  bill  would  bring  about  a  large  reduction 
in  the  number  of  accounts  to  be  maintained  both  by  the  agencies  and 
by  the  General  Accounting  Office.  Under  its  provisions  the  obligated 
balances  of  expired  accounts  for  prior  years  for  the  same  general 
purposes  would  be  merged  so  that  usually  each  current  year  appro¬ 
priation  account  would  have  a  counterpart  for  prior-year  items.  For 
the  General  Accounting  Office  alone,  it  is  estimated  that  about  35,000 
accounts  could  be  eliminated. 

4.  Under  present  practices  payments  made  from  appropriations 
which  have  expired  for  obligation  purposes  for  more  than  2  years 
are  charged  as  expenditures  to  the  certified  claims  account  maintained 
by  the  Treasury  Department.  The  result  is  that  such  expenditures 
are  reported  as  expenditures  of  the  Treasury  Department  although 
the  benefits  were  received  by  other  agencies.  Thus  several  hundred 
millions  of  dollars  are  budgeted  and  reported  as  a  cost  of  the  function 
of  General  Government  when  actually  a  large  part  of  this  amount  is(J 
for  major  national  security  and  other  functions.  The  bill  would 
correct  this  situation.  Expenditures  would  be  recorded  and  reported 
by  the  individual  agencies  and  for  the  functions  which  received  the 
benefits. 

5.  The  bill  provides  that  the  Comptroller  General  shall,  in  connec¬ 
tion  with  his  audit  responsibilities,  make  an  appraisal  of  the  unliqui¬ 
dated  obligations.  This  emphasizes  the  importance  of  the  independent 
review  by  the  Comptroller  General  in  order  to  verify  the  accuracy  of 
the  accounts. 

Conclusions 

The  bill  as  amended  should  provide  definite  and  substantial  savings 
to  the  Government.  The  Comptroller  General  now  processes  from 
forty  to  fifty  thousand  cases  a  year  in  which  there  are  no  questions  of 
law  or  fact.  His  activities  are  substantially  in  the  nature  of  a  review 
because  the  preparation  of  the  claims  with  agency  approval,  of  course, 
is  done  by  the  department  or  agency  involved.  By  allowing  the 
agency  to  pay  its  own  claims  in  undisputed  cases,  the  Comptroller 
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General  estimates  a  saving  in  the  General  Accounting  Office  of  ap¬ 
proximately  $600,000.  There  may  also  be  some  saving  as  yet  un¬ 
determined  in  the  Treasury  Department. 

Simplification  in  accounting,  which  the  bill  will  effect,  along  with  a 
reduction  in  the  number  of  separate  accounts,  is  also  a  goal  in  which 
the  Committee  on  Government  Operations  and  the  Congress  have  a 
direct  interest. 

The  bill  as  amended  should  cause  the  reduction  of  the  carryover 
of  unobligated  balances  in  appropriations.  The  Congress  has  strived 
to  obtain  a  clear  and  realistic  picture  of  the  status  of  appropriated 
funds  at  any  given  time.  This  measure  should  help  contribute  to 
that  end. 

Section-by-Section  Analysis  of  the  Bill  As  Amended 

Section  1.  Subsection  (a)  provides  that  each  appropriation  available 

)for  obligation  for  a  definite  time  period — annual  and  multi-year 
appropriations — shall,  after  the  expiration  of  its  obligational  avail¬ 
ability,  be  disposed  of  as  follows:  The  obligated  balance  shall  be 
transferred  to  an  appropriation  account  consisting  of  the  obligated 
balances  of  all  appropriations  granted  for  the  same  general  purposes. 
The  unobligated  balance  shall  be  withdrawn  and  shall  revert  to  the 
general  fund  of  the  Treasury,  unless  the  appropriation  is  derived  in 
its  entirety  from  a  special  or  trust  fund  in  which  event  it  shall  revert 
to  the  fund  from  which  derived.  The  effect  of  this  is  to  combine,  in 
a  single  appropriation  account  of  the  agency  or  subdivision  thereof 
responsible  for  the  liquidation  of  liabilities,  the  obligated  balances  of 
all  appropriations  for  the  same  general  purposes.  For  example,  the 
obligated  balances  of  all  appropirations  for  “Salaries  and  expenses, 
Forest  Service,”  except  the  one  currently  available  for  obligation, 
would  be  merged  in  one  account. 

A  proviso  is  included  that  when  an  agency  head  determines  it  to 
be  necessary  in  order  to  effect  adjustments  and  to  liquidate  obliga¬ 
tions,  a  portion  of  the  remaining  balance  that  had  been  withdrawn 
may  be  restored  to  the  appropriate  accounts,  but  the  agency  head 
must  make  a  report  to  the  Director  of  the  Bureau  of  the  Budget 
.  jprior  to  the  restoration  in  such  form  as  the  Director  of  the  Bureau 
I  Jpf  the  Budget  may  require.  This  proviso  was  suggested  by  the 
I,  Department  of  Defense.  The  Department  felt  that  this  was  necessary 
because  of  the  very  large  adjustments  of  unliquidated  obligations  in 
the  Department  after  the  end  of  the  fiscal  year.  Without  the  proviso, 
the  Department  felt,  it  may  be  caught  short  because  of  a  low  estimate 
and  would  thereby  be  required  to  seek  direct  relief  from  Congress 
in  the  form  of  new  appropriations  to  pay  obligations  already  authorized 
by  a  previous  appropriations  which  would  then  be  lapsed. 

Subsection  (b)  contemplates  that  if  enacted  by  June  30,  1956, 
annual  and  multiyear  appropriations  for  1956  and  subsequent  years 
will  be  disposed  of  not  later  than  September  30  of  the  fiscal  3mar 
following  that  in  which  the  period  of  obligation  expires.  Appropria¬ 
tions  expiring  in  1954  and  1955  would  be  disposed  of  not  later  than 
September  30,  1956,  along  with  appropriations  for  the  fiscal  .year  1956. 
Obligated  balances  of  appropriations  for  fiscal  years  prior  to  1954 
would  be  merged  in  the  new  accounts  under  the  provisions  of  section  4. 
(If  enacted  later  than  June  30,  1956,  the  dates  used  here  would  be 
changed  accordingly.) 
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Subsection  (c)  provides  that  the  amount  transferred  to  the  appro¬ 
priation  account  shall  not  exceed  the  net  obligated  balances  as  shown 
on  reports  made  under  section  1311  of  the  Supplemental  Appropria¬ 
tion  Act,  1955,  and  that  receipts  authorized  to  be  credited  to  an 
appropriation  which  are  not  received  until  after  such  appropriation 
has  expired  for  obligation  will  be  credited  to  the  appropriation  account 
to  which  the  obligated  balance  has  been,  or  will  be,  transferred. 
Discretionary  authority  is  conferred  on  the  General  Accounting  Office 
to  deposit  collections  made  for  other  agencies  into  miscellaneous 
receipts. 

Subsection  (d)  contemplates  on  a  permanent  basis  that  transfers 
and  withdrawals  made  not  later  than  September  30  of  the  fiscal  year 
following  the  fiscal  year  in  which  the  appropriations  expire  for  obliga¬ 
tion  will  be  accounted  for  and  reported  as  of  the  fiscal  year  in  which 
the  appropriations  expire  for  obligation.  Appropriations  which  have 
expired  for  obligation  prior  to  the  time  this  bill  becomes  law  but  which 
are  still  available  for  expenditure  will  be  transferred  and  withdrawn,* 
as  of  the  fiscal  year  (1956)  in  which  the  bill  is  approved.  vj 

Section  2.  This  section  authorizes  the  appropriation  accounts 
established  pursuant  to  the  act  to  be  used  for  pa}rment  of  obligations 
chargeable  against  any  of  the  appropriations  from  which  such  accounts 
were  derived.  The  accounts  are  to  be  available  without  fiscal  year 
limitation  and,  subject  to  regulations  to  be  prescribed  by  the  Comp¬ 
troller  General  of  the  United  States,  payment  of  the  obligations  may 
be  made  through  regular  disbursing  channels  without  prior  action  by 
the  General  Accounting  Office.  It  will  not  be  necessary  to  relate 
payments  from  the  merged  accounts  to  the  specific  balances  of  appro¬ 
priations  transferred  to  the  account.  It  is  further  provided ,  however, 
that  nothing  in  the  act  shall  be  construed  to  relieve  the  Comptroller  General 
of  his  duty  to  render  decisions  upon  requests  made  pursuant  to  law,  nor 
to  abridge  the  existing  authority  of  the  General  Accounting  Office  to  settle 
and  adjust  claims,  demands,  and  accounts.  The  agencies  will  be  enabled 
under  the  act  to  pay  claims  which  have  heretofore  been  settled  by  the 
General  Accounting  Office  solely  because  they  were  payable  from  lapsed 
appropriations.  The  subsection  will  otherwise  preserve  the  jurisdiction 
of  the  General  Accounting  Office,  and  the  Comptroller  General  will  be 
able  to  require  that  any  particular  claim  or  classes  of  claims,  such  ass' 
doubtful  claims  or  claims  received  in  the  administrative  office  more  than 
a  specific  number  of  years  after  the  claim  first  accrued,  be  paid  only 
after  settlement  in  the  General  Accounting  Office  whenever  he  deems  such 
action  desirable. 

Section  3.  Subsection  (a)  provides  for  periodic  reviews  of  the  ac¬ 
counts  established  pursuant  to  the  act  by  the  agencies  concerned. 
When  such  reviews  disclose  that  the  undisbursed  balance  exceeds  the 
obligated  balance,  the  amount  of  the  excess  shall  revert,  as  the  case 
may  be,  to  the  general,  special,  or  trust  fund  from  which  derived, 
but  if  it  is  found  on  review  that  the  obligated  balance  exceeds  the 
undisbursed  balance,  the  amount  necessary  to  supply  the  deficiency 
may  be  transferred  from  the  account  currently  available  for  the  same 
general  purposes.  Such  reviews,  together  with  the  transfers  and  with¬ 
drawals  found  to  be  necessary,  shall  be  accomplished  at  least  annually 
at  the  end  of  the  year.  Action  taken  pursuant  to  reviews  made  as  of 
the  close  of  the  fiscal  year  must  be  completed  by  September  30  of  the 
following  fiscal  year  and  the  transfers  or  withdrawals  accounted  for 
and  reported  as  of  the  close  of  the  fiscal  year  to  which  the  year  end 
review  pertains.  Transfers  and  withdrawals  made  pursuant  to 
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reviews  made  at  other  than  the  close  of  the  fiscal  year  shall  be  ac¬ 
counted  for  and  reported  as  transactions  of  the  fiscal  year  in  which 
accomplished. 

Subsection  (b)  authorizes  transfers  from  the  appropriation  currently 
available  for  the  same  general  purposes  whenever  there  are  insufficient 
funds  in  the  account  to  pay  an  obligation  because  of  the  failure  to 
collect  receivables,  but  the  amount  may  be  returned  to  the  current 
appropriation  when  the  receivables  are  collected.  This  provision  is 
made  in  order  that  an  agency  may  promptly  pay  obligations,  even  if 
the  account  balance  is  temporarily  low  pending  the  collection  of 
receivables.  Action  under  this  subsection  would  be  based  upon  a 
comparison  of  the  undisbursed  balances  with  the  amount  of  vouchers 
ready  for  payment,  and  differs  from  subsection  (a),  which  contem¬ 
plates  transfer  action  after  a  comparison  of  undisbursed  balances  with 
net  obligated  balances  (obligations  outstanding  less  receivables). 

Subsection  (c)  contemplates  reviews  by  the  Comptroller  General 
of  operations  under  the  act.  Such  reviews  will  include  appraisal  of 
the  unliquidated  obligations  under  the  appropriation  accounts  estab¬ 
lished  thereunder  and  the  Comptroller  General’s  findings  will  be 
reported  to  the  head  of  the  agency  concerned,  to  the  Secretary  of  the 
Treasury,  and  to  the  Director  of  the  Bureau  of  the  Budget.  Within 
30  days  following  receipts  of  the  Comptroller  General’s  report,  the 
agency  head  is  required  to  accomplish  the  transfers  or  withdrawals 
which  the  report  indicates  are  necessary,  if  such  transfers  or  with¬ 
drawals  have  not  already  been  made. 

Section  4.  This  section  provides  that  within  the  fiscal  year  follow¬ 
ing  that  in  which  the  act  becomes  effective,  and  under  rules  and 
regulations  prescribed  by  the  Comptroller  General,  the  unexpended 
balance  of  the  appropriation  account  for  payment  of  certified  claims 
established  pursuant  to  section  2  of  the  act  of  July  6,  1949  (31  U.  S. 
C.  712b),  shall  be  disposed  of  in  the  same  manner  as  the  balances  of 
appropriations  available  for  obligation  for  a  definite  period  of  time. 
This  will  permit  payment,  under  the  procedures  established  by  this 
act,  and  from  the  accounts  established  under  this  act,  of  claims 
arising  under  appropriations  for  fiscal  years  prior  to  195 4,  the  first 
year  to  be  covered  by  this  act. 

.  Section  5.  This  section  authorizes  the  transfer  of  amounts  pursuant 
'to  section  1  of  the  act  from  nonrecurring  or  discontinued  fiscal  year 
appropriations  to  one  or  more  appropriation  accounts  at  the  discre¬ 
tion  of  the  head  of  the  agency  concerned.  An  example  of  the  type 
of  annual  appropriation  covered  by  this  section  would  be  “Salaries 
and  expenses,  Civil  Aeronautics  Administration”  for  the  fiscal  year 
1955,  which  was  eliminated  in  the  fiscal  year  1956  as  a  result  of 
realinement  of  the  agency’s  appropriation  structure.  It  is  contem¬ 
plated  that  such  mergers  would  follow  generally  the  budget  presen¬ 
tation:  that  is,  where  a  discontinued  title  is  merged  with  a  new  title 
in  the  budget,  the  account  would  similarly  be  merged;  where  a  dis¬ 
continued  title  is  merged  with  another  discontinued  title  in  the 
budget,  the  accounting  practice  would  follow  accordingly. 

Section  6.  This  section  authorizes  the  withdrawal  or  reversion,  as 
the  case  may  be,  of  unobligated  balances  of  no-year  appropriations 
whenever  the  head  of  the  agency  concerned  shall  determine  that  the 
purpose  for  which  the  appropriation  was  made  has  been  fulfilled  or, 
in  any  event,  whenever  disbursements  have  not  been  made  against 
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the  appropriation  for  2  consecutive  fiscal  years.  Authority  is  granted 
for  the  restoration  of  any  amounts  heretofore  or  hereafter  withdrawn 
for  the  payment  of  obligations  and  the  settlement  of  accounts,  but 
it  is  contemplated  that  restorations  would  not  be  needed  frequently. 

Section  7.  This  section  provides  for  the  repeal  of  certain  provisions 
of  law  which  no  longer  will  be  necessary  because  of  the  enactment  of 
this  act.  These  are: 

(а)  The  proviso  under  the  heading  “Payment  of  certified  claims’' 
in  the  act  of  April  25,  1945  (59  Stat.  90,  31  U.  S.  C.  690).  This  pro¬ 
vides  that  collections  otherwise  to  be  deposited  to  the  credit  of  a 
lapsed  appropriation  shall  be  deposited  into  the  Treasury  as  miscel¬ 
laneous  receipts.  Under  the  procedure  proposed  in  the  bill,  such 
collections  will  be  deposited  to  the  credit  of  the  appropriation  account 
which  has  received  the  balance  of  the  appropriation  to  which  the 
collection  would  otherwise  be  credited. 

(б)  Section  2  of  the  act  of  July  6,  1949  (63  Stat.  407,  31  U.  S.  C. 
712b).  This  section  established  the  consolidated  appropriation  ac-  ( 
count  for  “Payment  of  certified  claims.”  The  consolidated  appro- 
priation  accounts  established  pursuant  to  this  act  will  be  available 
for  payment  of  claims  for  which  this  account  was  established.  How¬ 
ever,  in  order  to  permit  final  settlement  of  claims  now  in  process 
under  existing  procedures,  this  repeal  would  not  be  effective  until 
June  30,  1957.  On  or  before  that  date,  the  balance  in  the  existing 
consolidated  account  will  be  transferred  to  the  accounts  established 
under  this  act. 

(c)  The  paragraph  under  the  heading  “Payment  of  certified  claims” 
in  the  act  of  June  30,  1949  (63  Stat.  358,  31  U.  S.  C.  712c).  This 
paragraph  provides  for  permanent  appropriation  for  payment  of 
claims  (not  to  exceed  $500  in  any  one  case)  which  would  otherwise 
be  chargeable  to  lapsed  appropriations.  The  need  for  this  appropria¬ 
tion  was  eliminated  by  the  act  of  July  6,  1949  (63  Stat.  407,  31  U.  S.  C. 
712b),  aud  the  appropriation  will  not  be  used  under  the  procedures 
established  by  this  act. 

( d )  Section  5  of  the  act  of  March  3,  1875  (18  Stat.  418,  31  U.  S.  C. 
713a).  This  provision  authorizes  the  Secretary  of  the  Treasury  to 
make  certain  entries  on  the  books  of  the  Department  to  effect  settle¬ 
ment  of  accounts  of  disbursing  officers  involving  appropriations  bl 
carried  to  the  “surplus  fund.”  The  accounts  established  by  this  act 
will  hereafter  be  available  without  fiscal  year  limitation  for  such 
purposes. 

( e )  Section  3691  of  the  Revised  Statutes,  as  amended  (31  U.  S.  C. 
715).  This  provision  permits  balances  of  appropriations  which  have 
remained  on  the  books  of  the  Treasury  without  being  drawn  against 
for  2  years  to  be  closed  if  it  appears  that  the  balance  will  not  be 
required  in  the  settlement  of  any  accounts  pending  in  the  General 
Accounting  Office.  This  section  is  superseded  by  section  6  of  this  act. 

(f)  This  subsection,  effective  June  30,  1957,  repeals  any  provision 
of  law  making  an  appropriation  available  for  expenditure  for  any 
period  beyond  that  for  which  it  is  available  for  obligation,  except  those 
contained  in  appropriation  acts  for  the  fiscal  years  1956  and  1957. 
Thus,  in  the  absence  of  any  exceptions  in  the  appropriation  acts  for  the 
fiscal  years  1956  and  1957  or  in  provisions  of  law  hereafter  enacted, 
all  appropriations  available  for  obligation  for  a  definite  period  of  time 
after  June  30,  1957,  shall  expire  for  expenditure  purposes  at  the  same 
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time  they  expire  for  obligation  purposes  and  subsequent  expenditures 
will  be  made  from  the  accounts  established  pursuant  to  this  act. 

Section  8.  This  section  excludes  the  District  of  Columbia  from  the 
provisions  of  this  act. 

Section  9.  This  section  authorizes  the  inclusion  in  appropriation 
acts  of  provisions  excepting  any  appropriation  or  appropriations  from 
the  operation  of  the  provisions  of  this  act  and  the  fixing  of  the  period 
for  which  such  appropriation  or  appropriations  shall  remain  available 
for  expenditure. 

Report  of  the  Comptroller  General  on  H.  R.  9593 

Comptroller  General  of  the  United  States, 

Washington  25,  March  8,  1956. 

Hon.  William  L.  Dawson, 

Chairman,  Committee  on  Government  Operations, 

House  of  Representatives. 

Dear  Mr.  Chairman:  Your  letter  of  March  1,  1956,  acknowledged 
March  2,  requests  a  report  on  H.  R.  9593,  84th  Congress. 

The  problems  involved  in  the  liquidation  of  prior-year  obligations 
have  been  of  considerable  concern  to  us  for  some  time.  The  Surplus 
Fund-Certified  Claims  Act  of  July  6,  1949  (31  U.  S.  C.  712  (b)), 
represented  a  substantial  step  forward  in  procedures  for  the  payment 
of  stale  obligations.  By  making  lapsed  appropriations  available  on 
a  continuing  basis  for  the  payment  of  outstanding  obligations,  it 
eliminated  the  formerly  existing  necessity  for  budgetary  review  and 
congressional  approval  to  restore  funds  which  already  had  been 
appropriated  so  that  they  could  be  used  for  payment  of  legal  liabilities. 
It  speeded  up  payment  of  creditors,  thereby  promoting  improved 
relations  with  the  public,  and  it  effected  substantial  economies  by 
reducing  correspondence  concerning  pending  claims.  However,  this 
legislation  also  has  certain  deficiencies.  These  include  the  necessity 
for  the  maintenance  in  the  General  Accounting  Office  of  detailed 
ledgers  of  account  for  the  lapsed  appropriations  transferred  to  the 
“Payment  of  certified  claims”  account  and  the  substantial  utilization 
of  the  services  of  our  professional  claims  adjudicators  and  supporting 
personnel  in  the  processing  of  transactions  under  that  account.  Also, 
since  the  “Payment  of  certified  claims”  account  is  classified  as  a 
Treasury  Department  appropriation  account,  all  liquidations  of 
outstanding  obligations  against  lapsed  appropriations  are  recorded 
on  the  books  of  the  Government  as  expenditures  of  that  Department, 
rather  than  as  expenditures  of  the  agencies  benefiting  therefrom. 
This  accounting  treatment  overstates  expenditures  of  the  Treasury 
Department  and  correspondingly  understates  expenditures  of  the 
agencies  which  incurred  the  obligations. 

In  addition,  developments  under  the  joint  accounting  program, 
as  authorized  by  the  Budget  and  Accounting  Procedures  Act  of  1950, 
have  materially  changed  earlier  concepts  as  to  the  responsibilities 
of  the  several  agencies  of  the  Government,  including  those  of  the 
General  Accounting  Office.  Prime  responsibility  for  establishing 
and  maintaining  adequate  systems  of  accounting  and  internal  control 
has  been  vested  in  the  agencies,  in  accordance  with  broad  principles, 
standards,  and  related  requii-ements  prescribed  by  us,  and  with  the 
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further  responsibility  vested  in  us  to  audit  financial  transactions 
of  the  agencies.  Improvements  in  agency  accounting  following 
recognition  of  these  new  concepts  have  substantially  eliminated  the 
need  for  advance  approval  by  the  General  Accounting  Office  of  many 
types  of  payments,  and  as  a  result  of  decentralization  of  agency 
accounting,  centralized  payment  procedures  such  as  those  contem¬ 
plated  by  the  Certified  Claims  Act  have  become  cumbersome  and 
unnecessary.  Experience  has  conclusively  established  that  obligations 
liquidated  from  the  “Payment  of  certified  claims”  account  largely 
represent  routine  transactions. 

We  thus  believe  that  the  liquidation  of  prior-year  obligations  can 
be  handled  under  regular  disbursement  and  postaudit  procedures 
with  substantial  decreases  in  cost  and  with  no  sacrifice  of  appro¬ 
priate  safeguards,  as  proposed  by  H.  R.  9593.  This  proposed  legisla¬ 
tion  also  would  remedy  the  deficiencies  under  existing  law  by  elimi¬ 
nating  the  necessity  for  the  maintenance  in  the  General  Accounting 
Office  of  numerous  detailed  ledgers  of  account  for  all  prior-year 
lapsed  appropriations  and  by  permitting  substantially  all  liquidation 
of  outstanding  obligations  to  be  recorded  on  the  books  of  the  Govern¬ 
ment  as  expenditures  of  the  agencies  which  incurred  the  obligations 
and  benefited  therefrom. 

This  proposed  legislation  substantially  would  carry  out  recom¬ 
mendations  Nos.  17  and  18  of  the  report  to  the  Congress  on  budget 
and  accounting  of  the  Hoover  Commission.  These  recommendations 
were  to  the  effect  that  all  prior-year  obligations  under  the  same  appro¬ 
priation  or  fund  be  merged  with  the  current  appropriation,  thereby 
having  only  one  account  under  each  appropriation  or  fund.  We  agree 
with  this  concept  as  to  appropriations  made  on  an  annual  accrued  ex¬ 
penditure  basis  in  accordance  with  recommendation  No.  7  of  the 
Hoover  Commission.  However,  as  long  as  appropriations  continue 
to  be  stated  on  an  obligation  basis,  we  strongly  recommend  that  prior 
year  obligated  balances  be  merged  into  one  consolidated  account  as 
proposed  by  H.  R.  9593  and  not  commingled  with  current  appropria¬ 
tions.  There  thus  would  be  no  opportunity  to  use  amounts  not  needed 
to  liquidate  prior-year  obligations  for  current  expenses. 

Particular  attention  is  invited  to  sections  1  (c)  and  6  of  the  bill. 
Under  existing  law,  31  United  States  Code  690,  all  collections  which 
would  otherwise  be  creditable  as  appropriation  repayments  must  be 
deposited  into  the  Treasury  as  miscellaneous  receipts  in  the  event 
they  are  not  received  until  the  applicable  appropriation  has  lapsed. 
The  effect  of  section  1  (c),  together  with  the  repeal  of  31  United  States 
Code  690  as  proposed  by  section  7  (a)  of  the  proposal,  is  to  remove 
this  requirement,  it  being  our  feeling,  which  also  is  shared  by  the 
Bureau  of  the  Budget  and  the  Treasury  Department,  that  such 
recordation  of  collections — many  of  which  represent  nothing  more 
than  interagency  reimbursements — has  the  undesirable  effect  of 
overstating  Government  income  and  disbursements.  In  the  debt 
collection  activities  of  the  General  Accounting  Office,  however,  owing 
to  such  factors  as  the  expense  involved  in  identifying  applicable  ap¬ 
propriations,  it  is  impracticable  in  many  cases  for  us  to  apply  all  col¬ 
lections  as  appropriation  repayments.  In  such  circumstances,  we 
consider  it  desirable  that  we  be  given  the  option  of  depositing  collec¬ 
tions  as  miscellaneous  receipts  as  proposed  by  section  1  (c). 
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As  to  section  6,  it  has  been  our  experience  that  agencies  rarely,  if 
ever,  initiate  action  to  close  out  no-year  appropriations  with  the  result 
that  such  accounts — often  with  trifling  balances — remain  open  on  the 
Government’s  books  long  after  the  projects  for  which  they  were 
provided  have  been  completed.  Under  section  3691,  Revised  Statutes, 
as  amended,  31  United  States  Code  715,  which  the  draft  proposes  to 
repeal,  the  Secretary  of  the  Treasury  has  the  authority  to  include 
balances  in  such  accounts  on  surplus  warrants  without  agency 
approval,  but  the  archaic  requirements  of  such  section  of  the  Revised 
Statutes  for  certifications  by  this  Office  that  the  balances  are  not 
needed  for  the  payment  of  obligations  and  the  settlement  of  accounts 
have  acted  as  deterrents  to  the  effective  implementation  of  the 
provision.  Section  6  will  permit  the  orderly  accomplishment  of  the 
purposes  contemplated  by  the  outmoded  and  ineffectual  section  3691 
and  is  believed  desirable. 

We  believe  that  the  proposed  legislation  is  sound  in  principle  and 
will  materially  advance  the  cause  of  accounting  improvement  in  the 
Government.  We,  therefore,  strongly  urge  that  favorable  considera¬ 
tion  be  given  to  this  proposal. 

A  more  detailed  history  of  this  proposal  is  contained  in  our  letter  of 
December  20,  1955,  B-52215,  B-65311,  B-118094,  to  you. 

Sincerely  yours, 

Joseph  Campbell, 

Comptroller  General  oj  the  United  States. 


Provisions  of  Section  1311  of  the  Supplemental 
Appropriation  Act  of  1955 


(Sec.  1311  (b)  of  68  Stat.  830;  31  U.  S.  C.  200  (b)) 

Sec.  1311.  (a)  After  the  date  of  enactment  hereof  no 
amount  shall  be  recorded  as  an  obligation  of  the  Government 
of  the  United  States  unless  it  is  supported  by  documentary 
evidence  of — 

(1)  a  binding  agreement  in  writing  between  the 
parties  thereto,  including  Government  agencies,  in  a 
manner  and  form  and  for  a  purpose  authorized  by  law, 
executed  before  the  expiration  of  the  period  of  avail¬ 
ability  for  obligation  of  the  appropriation  or  fund  con¬ 
cerned  for  specific  goods  to  be  delivered,  real  property 
to  be  purchased  or  leased,  or  work  or  services  to  be 
performed ;  or 

(2)  a  valid  loan  agreement,  showing  the  amount  of 
the  loan  to  be  made  and  the  terms  of  repayment  thereof ; 
or 

(3)  an  order  required  by  law  to  be  placed  with  a  Gov¬ 
ernment  agency;  or 

(4)  an  order  issued  pursuant  to  a  law7  authorizing  pur¬ 
chases  without  advertising  when  necessitated  by  public 
exigency  or  for  perishable  subsistence  supplies  or  within 
specific  monetary  limitations ;  or 

(5)  a  grant  or  subsidy  payable  (i)  from  appropriations 
made  for  payment  of  or  contributions  toward,  sums 
required  to  be  paid  in  specific  amounts  fixed  by  law 
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or  in  accord  with  formulae  prescribed  by  law,  or  (ii) 
pursuant  to  agreement  authorized  by,  or  plans  ap¬ 
proved  in  accord  with  and  authorized  by,  law;  or 

(6)  a  liability  which  may  result  from  pending  litiga¬ 
tion  brought  under  authority  of  law;  or 

(7)  employment  or  services  of  persons  or  expenses  of 
travel  in  accord  with  law,  and  services  performed  by 
public  utilities;  or 

(8)  any  other  legal  liability  of  the  United  States 
against  an  appropriation  or  fund  legally  available 
therefor. 

(b)  Not  later  than  September  30  of  each  year,  the  head  of 
each  Federal  agency  shall  report,  as  to  each  appropriation  or 
fund  under  the  control  of  such  agency,  the  amount  thereof  re¬ 
maining  obligated  but  unexpended  and  the  amount  thereof 
remaining  unobligated  on  June  30  of  such  year  and  copies  of 
such  report  shall  be  forwarded  by  him  to  the  chairman  of  the 
Committees  on  Appropriations  of  the  Senate  and  the  House 
of  Representatives,  to  the  Comptroller  General  of  the  United 
States,  and  to  the  Director  of  the  Bureau  of  the  Budget: 
Provided,  That  such  report  for  the  fiscal  year  ending  June 
30,  1954,  shall  be  made  not  later  than  December  31,  1954,  and 
shall  include  only  such  obligations  as  could  have  been  re¬ 
corded  under  the  provisions  of  subsection  (a)  hereof. 

(c)  Each  report  made  pursuant  to  subsection  (b)  shall  be 
supported  by  certifications  of  the  officials  designated  by  the 
head  of  the  agency,  and  such  certifications  shall  be  supported 
by  records  evidencing  the  amounts  which  are  reported  therein 
as  having  been  obligated.  Such  certifications  and  records  shall 
be  retained  in  the  agency  in  such  form  as  to  facilitate  audit 
and  reconciliation  for  such  period  as  may  be  necessary  for 
such  purposes.  The  officials  designated  by  the  head  of  the 
agency  to  make  certifications  may  not  redelegate  the 
responsibility. 

(d)  No  appropriation  or  fund  which  is  limited  for  obliga¬ 
tion  purposes  to  a  definite  period  of  time  shall  be  available 
for  expenditure  after  the  expiration  of  such  period  except 
for  liquidation  of  amounts  obligated  in  accord  with  sub¬ 
section  (a)  hereof;  but  no  such  appropriation  or  fund  shall 
remain  available  for  expenditure  for  any  period  beyond  that 
otherwise  authorized  by  law. 

(e)  Any  statement  of  obligation  of  funds  furnished  by  any 
agency  of  the  Government  to  the  Congress  or  any  committee 
thereof  shall  include  only  such  amounts  as  may  be  valid  obli¬ 
gations  as  defined  in  subsection  (a)  hereof. 

Changes  in  Existing  Law 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as  intro¬ 
duced,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  existing  law  in  which  no  change  is  proposed 
is  shown  in  roman) : 
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Proviso  Under  the  Heading  “Payment  of  Certified  Claims” 
in  the  Act  of  April  25,  1945  (31  U.  S.  C.,  Sec.  690) 

BUREAU  OF  ACCOUNTS 

Payment  of  certified  claims:  There  is  hereby  appropriated  such  sum 
as  may  be  necessary  to  enable  the  Secretary  of  the  Treasury  to  pay 
claims  (not  to  exceed  $500  in  any  case)  which  may  be  certified  during 
the  fiscal  years  1945  and  1946  by  the  Comptroller  General  of  the 
United  States  to  be  lawfully  due,  within  the  limits  of,  and  chargeable 
against  the  balances  of  the  respective  appropriations  heretofore  made 
which,  after  remaining  unexpended,  have  been  carried  to  the  surplus 
fund  pursuant  to  section  5  of  the  Act  of  June  20,  1874  (31  U.  S.  C. 
713)[:  Provided ,  That  hereafter  any  collection  which  otherwise  would 
be  for  depositing  to  the  credit  of  an  appropriation  where  such  appro¬ 
priation  has  lapsed  and  the  balance  reverted  to  the  surplus  fund 
shall  be  deposited  for  covering  into  the  general  fund  of  the  Treasury 
as  miscellaneous  receipts]. 

Contingent  expenses,  public  moneys:  For  an  additional  amount  for 
“Contingent  expenses,  public  moneys”,  fiscal  year  1945,  including  the 
objects  specified  under  this  head  in  the  Treasury  Department  Appro¬ 
priation  Act,  1945,  $90,000. 


Section  2  of  the  Act  of  July  6,  1949  (31  U.  S.  C.,  Sec.  712b) 

[Sec.  2.  Unless  a  longer  period  of  availability  for  expenditure  is 
specificially  provided  in  an  appropriation  or  other  law,  on  July  1  in 
each  year  the  unexpended  balances  of  all  appropriations  which  shall 
have  remained  upon  the  books  of  the  Government  for  two  fiscal  years 
following  the  fiscal  year  or  years  for  which  appropriated  shall  lapse 
and  the  Secretary  of  the  Treasury  shall  cause  such  balances  to  be 
transferred  to  a  consolidated  appropriation  account,  to  be  known  as 
“Payment  of  certified  claims”,  and  such  funds  shall  remain  available 
until  expended  for  the  payment  of  claims,  within  the  limits  of  and 
chargeable  to  the  respective  balances  of  any  lapsed  appropriations, 
which  may  be  certified  by  the  Comptroller  General  of  the  United  States 
to  be  lawfully  due:  Provided,  That  this  section  shall  not  apply  to 
permanent  specific  appropriations  or  appropriations  for  rivers  and 
harbors,  lighthouses,  or  public  buildings  (which  shall  continue  avail¬ 
able  until  otherwise  ordered  by  the  Congress)  or  to  appropriations  for 
the  Post  Office  Department  or  the  postal  service:  Provided  further, 
That  on  July  1  of  each  year,  all  funds  in  the  appropriation  account 
“Payment  of  certified  claims”,  certified  by  the  Comptroller  General  of 
the  United  States  as  not  required  for  the  payment  of  claims  thereunder, 
shall  be  carried  to  the  surplus  fund  of  the  Treasury.] 

Paragraph  Under  the  Heading  “Payment  of  Certified  Claims” 
in  the  Act  of  June  30,  1949  (31  U.  S.  C.,  Sec.  712c) 

payment  of  certified  claims 

[For  payment  of  claims  (not  to  exceed  $500  in  any  case)  which  may 
be  certified  by  the  Comptroller  General  of  the  United  States  to  be 
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within  the  limits  of,  and  chargeable  against  the  balances  of  the  respec¬ 
tive  appropriations  which,  after  remaining  unexpended,  have  been 
carried  to  the  surplus  fund,  such  amounts  as  hereafter  may  be  neces¬ 
sary.] 


Section  5  of  the  Act  of  March  3,  1875  (31  U.  S.  C.,  Sec.  713a) 

[Sec.  5.  That  whenever  it  may  be  necessary  in  the  settlement  of 
the  accounts  of  disbursing  officers  of  the  Government  for  expenditures 
already  made  in  pursuance  of  law,  to  use  appropriations  carried  to 
the  surplus  fund  under  section  five  of  the  act  of  June  twentieth,  eight¬ 
een  hundred  and  seventy-four  the  Secretary  of  the  Treasury  is  hereby 
authorized  to  make  the  necessary  entries  on  the  books  of  the  Depart¬ 
ment  to  effect  such  settlements,  Provided,  That  such  entries  shall  not 
involve  the  expenditure  of  any  moneys  from  the  Treasury.] 


Section  3691  of  the  Revised  Statutes  of  the  United  States 

(31  U.  S.  C.,  Sec.  715) 

[Sec.  3691.  All  balances  of  appropriations  which  shall  have  re¬ 
mained  on  the  books  of  the  Treasury,  without  being  drawn  against  in 
the  settlement  of  accounts,  for  two  years  from  the  date  of  the  last 
appropriation  made  by  law,  shall  be  reported  by  the  Secretary  of  the 
Treasury  to  the  Auditor  of  the  Treasury,  whose  duty  it  is  to  settle 
accounts  thereunder,  and  the  Auditor  shall  examine  the  books  of  his 
Office,  and  certify  to  the  Secretary  whether  such  balances  will  be 
required  in  the  settlement  of  any  accounts  pending  in  his  Office;  and 
if  it  appears  that  such  balances  will  not  be  required  for  this  purpose, 
then  the  Secretary  may  include  such  balances  in  his  surplus-fund 
warrant,  whether  the  head  of  the  proper  Department  shall  have  certi¬ 
fied  that  it  may  be  carried  into  the  general  Treasury  or  not.  But  no 
appropriation  for  the  payment  of  the  interest  or  principal  of  the 
public  debt,  or  to  which  a  ionger  duration  is  given  by  law,  shall  be  thus 
treated.] 
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84th  CONGRESS 
2d  Session 


Union  Calendar  No.  733 

H.  R.  9593 

[Report  No.  2015] 


IN  THE  HOUSE  OF  REPRESENTATIVES 

February  28,  1956 

Mr.  Dawson  of  Illinois  introduced  the  following  bill ;  which  was  referred  to  the 

Committee  on  Government  Operations 

April  19, 1956 

Reported  with  an  amendment,  committed  to  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union,  and  ordered  to  be  printed 

[Strike  out  all  after  the  enacting  clause  and  insert  the  part  printed  in  italic] 


A  BILL 

To  simplify  accounting,  facilitate  the  payment  of  obligations, 

and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Bepresenta- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  Thafi  except  as  otherwise  provided  by  lawy  -(a)-  the  account 

4  for  each  appropriation  available  for  obligation-  for  a  definite 

5  period  of  time  shall,  upon  the  expiration  of  sneh  period,  be 

6  dosed  as  follows-: 

7  -f4f  The  obligated  balance  shall  be  transferred  to  an 

8  appropriation  account  of  the  activity  responsible  for  the 

9  liquidation  of  the  obligations^  in  which  account  shall  he 

10  merged  the  amounts  so  transferred  from  all  appropriation 

11  accounts  for  the  same  general  purposes^  and 
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-(A)-  4be  remaining-  balance  shall  be  withdrawn  andj  if 
the  appropriation  was  derived  in  whole  or  in  part  from  the 
general  fnnd7  shall  revert  to  sneh  fnnd7  hnt  if  the  appropcia- 
tion  was  derived  solely  from  a  speehd  or  tmst  fund,-  shall 
reverb  nnless  otherwise  provided  by  lawj  to  the  fond  from 

1TT1^  1  nil  f\  AVI  T-orl 

YV  lllCTT  tiui  ITtu. 

/  1v  \  Til  O  4  yo  ~n  o  ~n  /l  l  f  1 1  el i»o  O’ r>  1  o  vAomenfl  Ivyr 

1m)  JL  llu  LjL  clliuIL  i  o  ttiltt  \TTTtiTT  1  tl  W  ttl u  J.  U  v J  l Lii  Ull  }J  V  ijllUovjvj 

4l  aia  /  a  \  a|  til  in  onr.fi  rm  rr'li  r>  11  Iv/v  V  i~>  /|  O 
tlUll  tell  tTT  1 11175  ovJL 1 1U11  tJllctll  TTtJ  lllllttt; 

-(4-)-  not  later  than  September  30  of  the  fiseal  year 
immediately  following  the  fiseal  year  in  whieh  the  period 
of  availability  for  obligation  expire  s7  in  the  ease  of  an 
appropriation  available  both  for  obligation  and  dis¬ 
bursement  on  or  after  the  date  of  approval  of  this  Aet-;- 
or 

-(A)-  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiseal  year  in  whieh  this  Aet 
is  approved,  in  the  ease  of  an  appropriation  widely  on 
the  date  of  approval  of  this  Aefi  is  available  only  for 


-fef  44r  the  purposes  of  this  Aep  the  obligated  bahmee 
of  an  appropriation  aeeoent  shall  be  the  amount  of  nnfiqni- 
dated  obligations  applicable  to  sneh  appropriation  less  the 
amount  eofieetible  as  repayments  to  the  appropriation  as  of 
the  dose  of  the  fiseal  year  as  reported  pursuant  to  section 
4344-  -fbf  of  the  Snpplemental  Appropriation  Aefi  4955  -fOS 
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,fe  Office  let  other  ttovernment  agon  ■ 
brio  tke  -breusm-v  as  micellancous 


Stah  830;  34-  4h  Sr  €4  400  (b)}-;  Oeheetions  authorized 

in  1~>a  rAV\/l  i  i  a  /I  in  o  O  TVlAVATtTl  oil  All  Kni  V)  4  vaaai  tta/1  imiil 

ttl  T7u  Ll  Utlilutl  lU  ill  1  11  l*  1/1  HIM  1  ItxlUll  U lit  11  v* u  1  L  LL'i  V  L L L  ttlltii 

after  the  close  el  the  hseal  year  in  which  suck 

ii  Ay>  AV^i  yen  ^at»  /v]  \1 1  fvo  1 l  An  oil  n  1 1 linlnCija  nil  1  Al-TTT1  Cin 

L1U11  LAjJll  Lb  TT/r  U  L'l  rl^itrl LM 1  oil  11  1  1^  IIIIIL  oo  v? t/ilvll  W  loU 

by  lawy  be  ccr  dried  to  ike  appropriation  account  brie  winch- 
ike  obligated  balance  has  been  at  will  be  transferred,  pur¬ 
suant  ie  subsection  -fa}-  (1) ,  exeept  Ikai  celleciieris  made  by 
ike  0  cn oral 
eies  may  ke 
receipts. 

-fd}-  4ke  transfers  and  withdrawals  repuired  pursuant 

j  a  on  KcaaIi  I  f\\  ca}  -f  It  •»  c<  HAAji  mi  oliiill  Ka  or>Ar>iiiilr>rl  1V\t*  nuA 

T7t7  o  Ll  fJuL/vliUil  I  11  I  Ui  111  to  u  L.  v_"ll  L*  1 1  oil  1111  U  U  llvL'U  111  It  LL1  1  Hi  111  1  Ll 

ivnm'forl  o  n  aP  4  Tv  a  o o o  1  t^ao v  i n  vy^  ipIi  hi  i  a  o  it  Tti*Ai4i*At  fi  aiiq 

i  LjiUl  l  L  LL  11  o  v '  1  T/ilU  II oL  til  y  L  til  111  U  iiiLli  111U  11 JJ  jy  1  U|1I  litl  1H11  o 

aaaQ  aimi  A  /I  nyrtl  VA  -fni*  aIiI  1  '"**0  f  1  All  A  YP  A~A  4  ll 1  O  f  Oil  All  i  1*0  110  1/  >1*0 

UHllwvl 11ULI  AijJil \j  lUi  t/ljlr^ya titjl  r-  uAt UjJu  11  lilt  otttLlx  xl  llllolv.  1  o 

el  appropriations  described  in  subsection  -(b)-  -{4}-  of  this 
seetion  shah  be  accounted  lot  and  reported  as  of  ike  hseal 


year  in  which  this  Act  is  approved? 

Se6v  4t  Eaek  appropriation  aceount  established  pursuant 
to  this  Act  shah  be  accounted  for  as  one  fund  and  shah  be 
available  without  hseal  year  limitation  for  payment  of  obli¬ 
gations  ehargeable  against  any  of  the  appropriations  from 
which  such  account  was  derived.-  Subject  to  regulations 
to  be  prescribed  by  the  Comptroller  General  of  the  United 
Statesy  payment  of  such  obligations  may  be  made  without 
prior  action  by  the  General  Accounting  Office-,-  but  nothing 
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contained  in  tins  Act  shah  fee  construed  to  relieve  the  Comp¬ 
troller  General  of  the  United  States  el  Iris  duty  to  rc 
decisions  upon  requests  made  pursuant  to  law  or  to  »rJ11U6, 
tire  existing  authority  ot  the  General  Accounting  Office  to 
settle  and  adjust  elannsy  demands,-  and  aeeoimtST 

SbOt  ffi  -(a)-  x\pproprlation  accounts  established  pur¬ 
suant  to  this  Act  shall  he  reviewed  periodically-,-  hut  at  least 
once  each  fiscal  yeary  hy  each  activity  responsible  lor  the 
liquidation  el  the  obligations  chargeable  to  such  aeeountsr 
41  the  undisbursed  balance  hr  any  account  exceeds  the  ob¬ 
ligated  balance  pertaining  therete7  the  amount  el  the  excess 

c<l  r  nil  1\a  ^r'ltlulvn^ni  m  f  1  r  o  l  v>  o  n  n  oy«  t  i  /I  o  /I  |ur  l,  j  ix_«  t  i  /  >  r  \ 

olltlli  Uv."  \Y  11  llul  it  VV  11  1 1 1  Titu  1 L  It ll I llv'l  j/1  U  \  luv.  U  Itj  bbl  llUJ  1 

4  -(a)-  -(A)-  el  this  Act;  but  h  the  obligated  balance  exceeds 
the  undisbursed  balaneey  the  amount  el  the  cxecss  shall 
he  transferred  to  such  account  Irem  the  appropriation  cur¬ 
rently  available  lor  the  same  general  purposes.  A  review 
shah  he  made  as  el  the  close  el  each  fiscal  year  and  the 
transfers  or  withdrawals  required  hy  this  section  accom¬ 
plished  not  later  than  September  dO  el  the  fehowhrg  fiscal 
year,  but  the  transactions  shall  be  accounted  lor  and  re¬ 
ported  as  el  the  dose  el  the  fiscal  year  to  which  sueh  review 
pertains.  A  review  made  as  el  any  other  date  lor  which 
transfers  or  withdrawals  are  aeeompished  alter  September 
d0  in  any  fiscal  year  shall  he  aeeeunted  lor  and 
as  transactions  el  tdte  fiscal  year  in  which 
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ft  payment  chargeable  to  an  appropria¬ 
tion  account  established  |wsaant  to  this  Act  would  exceed 
fee  andisburscd  balance  ol‘  such  account,  fee  amount  ol  the 
deficiency  fflft¥  bo  transferred  to  such  account  from  fee 

«y  Kt 

appropriation  currently  ayailablc  for  tire  same  general  pur- 
posesv  Where  suck  deficiency  is  caused  by  the  failure  to 
eolleet  repayments  to  appropriations  merged  with  the  appro- 
priatioft  aeeount  established  pursuant  to  this  Aety  the  antount 
of  the  deficiency  may  be  returned  to  sueb  current  appro- 
priation  if  the  repayments  are  subsequently  collected  during 
the  same  fecal  year. 

-(e)-  4n  connection  with  his  audit  responsibilities,  the 
Comptroller  Ccneral  of  the  United  States  shall  report  to  the 
head  of  the  agency  concerned,  to  the  Secretary  of  the  Treas- 
uryy  and  to  the  ©hector  of  the  Bureau  of  the  Budget,  respect- 

u  i  O'  hi  mi  l  o  1 1  n  /I  o t*  fine?  \  of  n  >  9*  o  n  n  mivo to o  1  aI  ilm 

1 1 1 tijnri  it  i  luilr?  ttlTtTtrx  rfiTrr  Trrty  inurutn i ig  ttrt  tt jrp x Mi 75 u t  trr  tilt 

a  under  the  appropriation  accounts 
by  this  Ac-tr  Within  thirty  days  after  receipt 
of  such  report-  fee  agency  eoncemed  shah  accomplish  any 
actions  required  by  subsection  -fa)-  of  this  section  which  such 
report  shows  to  be  neecssary.- 

Sec.  fe  ©uring  the  fiscal  year  following  the  fiseal  year 
in  which  this  Ant  becomes  effect  ircy  and  under  rules  and 
■regulations  to  be  prescribed  by  the  Comptroller  ©eneral 
of  the  United  States,  the  undisbursed  balanee  of  the  appro- 
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1  priation  account  lei1  payment  el 

2  pursuant  to  section  2-  el  the  Aet  el  Jrdy  44440  -(@3-  Slatr 

3  £4  4h  St  <A  -742-b-)-7  shah  be  closed  in  the  manner  pre- 

4  vided  m  section  4  -(a)-  el  this  Aetv 

5  SeO:  &r  4be  obligated  balances  el  appropriations  made 

6  available  ler  obligation  ler  definite  periods  el  lime  under  dis- 

7  eontinue4  apprepriatien  beads  may  be  merged  m  Ibe  appro 

8  priation  accounts  provided  ler  by  scetien  4-  hereof  er  in  ene 

9  er  mere  elber  aeeennls  te  be  esdablished  pursuant  le  this 

10  Act  ler  discontinued  appropriations  el  Ibe  activity  currently 

11  respensible  ler  Ibe  liquidation  el  Ibe  ebbgatiensr 

12  Se€t  Or  Abe  unobligated  balances  el  apprepriatien s  whieh 

13  are  net  limited  le  a  definite  perie4  el  lime  sbab  be  withdrawn 

14  in  Ibe  manner  provided  m  set  lien  4  -fa^-  -f2-)-  el  Ibis  Ael 

15  whenever  Ibe  bead  el  Ibe  agen  3y  eeneerned  shall  determine 

16  that  the  purpose  ler  -which  Ibe  apprepriatien  was  made  has 

17  been  In  billed  er  wed  net  be  undertaken  er  eentinacd ;  er7  in 

18  any  eventj  whenever  disbursements  have  net  been  made 

19  against  the  apprepriatien  ler  two  lab-  consecutive  bseal  years-* 

20  Proi'idedj  Ahat  amemets  el  appropriations  net  limited  le  a 

21  definite  period  el  lime  which  me  withdrawn  pursuant  le  Ibis 

22  section  er  where  beret  eforo  with  drawn  Irem  the  appropriation 

23  account  by  administrative  action  may  be  restored  le  the 

24  applicable  appropriation  aeeeunt  ler  the  payment  el  ebliga- 

25  tions  and  ler  the  settlement  el  aeeeuntsr 
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1  SeOt  7t  dbe  lellewieg  peeAsiees  el  few  aee  hereby 

/,  I’PiiPn  on  * 

“  XvTTvttlvtTT 

3  -(a)-  dbe  preAse  under  Ibe  beadieg  “payment  of  eer- 

4  tiffed  CMMfi’’  ie  Ibe  Ael  el  April  05y  4045  -(50  Slab-  00-f 

5  04  Or  Sr  Or  GOOfy 

6  -(b)-  Section  0  el  the  Ael  el  July  Gy  4040  -(GO  Slab  407- ; 

7  04  Or  St  Or  7-42b)-y  but  Ibe  repeal  el  Ibis  seeliee  shall  eel 
3  be  edeetbrC  until  June  00y  4054y 

9  -(e)-  4be  paragraph  eeder  Ibe  headieg  --payment  of 

10  certified  oeaim&^  ie  tbe  Ael  el  June  00y  4040  -(GO  Slab 

41  050y  04  Or  Sr  Or  440e)-y 

« 

12  -(d)-  Seeliee  0  el  Ibe  Ael  el  Mareh  Oy  4875  -(40  Slab 

13  448-y  04  Or  Sr  Or  740ft)~y  ftft4 

14  -(e)-  Seeliee  0GO4  el  Ibe  OeAsed  Slaletesy  as  amended 

15  -(04  Or  Sr  Or  445)-r 

16  SeGt  8r  dbe  preAsiees  el  Ibis  Ael  sbab  eel  apply  le  Ibe 

17  appreprialioes  lee  Ibe  Dislriel  el  Oebeebiar 

18  That  (a)  the  account  for  each  appropriation  available  for 

19  obligation  for  a  definite  period  of  time  shall,  upon  the  ex- 

20  piration  of  such  period,  be  closed  as  follows: 

21  (1)  The  obligated  balance  shall  be  transferred  to  an 

22  appropriation  account  of  the  agency  or  subdivision  thereof 

23  responsible  for  the  liquidation  of  the  obligations,  in  which 

24  account  shall  be  merged  the  amounts  so  transferred  from, 
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all  appropriation  accounts  for  the  same  general  purposes; 
and 

(2)  The  remaining  balance  shall  be  withdrawn  and,  if 
the  appropriation  teas  derived  in  whole  or  in  part  from  the 
general  fund ,  shall  revert  to  such  fund,  but  if  the  appropria¬ 
tion  was  derived  solely  from  a  special  or  trust  fund,  shall 
revert,  unless  otherwise  provided  by  law,  to  the  fund  from 
which  derived:  Provided,  That  when  it  is  determined  nec¬ 
essary  by  the  head  of  the  agency  concerned  that  a  portion  of 
the  remaining  balance  withdrawn  is  required  to  liquidate 
obligations  and  effect  adjustments,  such  portion  of  the  remain¬ 
ing  balance  may  be  restored  to  the  appropriate  accounts  es¬ 
tablished  pursuant  to  this  Act:  Provided  further,  That  prior 
thereto  the  head  of  the  agency  concerned  shall  make  such 
report  with  respect  to  each  such  restoration  as  the  Director  of 
the  Bureau  of  the  Budget  map  require. 

(b)  The  transfers  and  withdrawals  required  by  subsec¬ 
tion  (a)  of  this  section  shall  be  made — 

(1)  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  the  period 
of  availability  for  obligation  expires,  in  the  case  of  an 
appropriation  available  both  for  obligation  and  dis¬ 
bursement  on  or  after  the  date  of  approval  of  this  Act; 
or 

(2)  not  later  than  September  30  of  the  fiscal  year 
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immediately  following  the  fiscal  year  in  which  this  Act 
is  approved,  in  the  case  of  an  appropriation,  which,  on 
the  date  of  approval  of  this  Act,  is  available  only  for 
disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance 
of  an  appropriation  account  as  of  the  close  of  the  fiscal  year 
shall  be  the  amount  of  unliquidated  obligations  applicable  to 
such  appropriation  less  the  amount  collectible  as  repayments 
to  the  appropriation  as  reported  pursuant  to  section  1311 
(b)  of  the  Supplemental  Appropriation  Act,  1955  (68  Stat. 
830;  31  U.  S.  C.  200  (b)).  Collections  authorized  to  be 
credited  to  an  appropriation  but  not  received  until  after  the 
close  of  the  fiscal  year  in  which  such  appropriation  expires 
for  obligation  shall,  unless  otherwise  authorized  by  law,  be 
credited  to  the  appropriation  account  into  ichich  the  obligated 
balance  has  been  or  will  be  transferred,  pursuant  to  sub¬ 
section  (a)  (1),  except  that  collections  made  by  the  General 
Accounting  Office  for  other  Government  agencies  may  be  de¬ 
posited  into  the  Treasury  as  miscellaneous  receipts. 

(d)  The  transfers  and  withdrawals  made  pursuant  to 
subsections  (a)  and  (b)  of  this  section  shall  be  accounted  for 
and  reported  as  of  the  fiscal  year  in  which  the  appropria¬ 
tions  concerned  expire  for  obligation,  except  that  such  trans¬ 
fers  of  appropriations  described  in  subsection  (b)  (2)  of  this 
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1  section  shall  be  accounted  for  and  reported  as  of  the  fiscal 

2  year  in  which  this  Act  is  approved. 

3  Sec.  2.  Each  appropriation  account  established  pursu- 

4  ant  to  this  Act  shall  be  accounted  for  as  one  fund  and  shall 

5  be  available  without  fiscal  year  limitation  for  payment  of  obli- 

6  gations  chargeable  against  any  of  the  appropriations  from 

7  which  such  account  was  derived.  Subject  to  regulations  to  be 

8  prescribed  by  the  Comptroller  General  of  the  United  States, 

9  payment  of  such  obligations  may  he  made  without  prior  ac- 

10  tion  by  the  General  Accounting  Office,  but  nothing  contained 

11  in  this  Act  shall  be  construed  to  relieve  the  Comptroller  Gen- 


12  eral  of  the  United  States  of  his  duty  to  render  decisions  upon 

13  requests  made  pursuant  to  law  or  to  abridge  the  existing  au- 

14  thority  of  the  General  Accounting  Office  to  settle  and  adjust 

15  claims,  demands,  and  accounts. 

16  Sec.  3.  (a)  Appropriation  accounts  established  pursu- 

17  ant  to  this  Act  shall  be  reviewed  periodically,  but  at  least  once 
16  each  fiscal  year,  by  each  agency  concerned.  If  the  undis- 
10  bursed  balance  in  any  account  exceeds  the  obligated  balance 

20  pertaining  thereto,  the  amount  of  the  excess  shall  be  with- 

21  drawn  in  the  manner  provided  by  section  1  (a)  (2)  of  this 
-j2  Act;  but  if  the  obligated  balance  exceeds  the  undisbursed  bal- 

no 

ance,  the  amount  of  the  excess  may  be  transferred  to  such 


24 


25 


account  from  the  appropriation  currently  available  for  the 
same  general  purposes.  A  review  shall  be  made  as  of  the 
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close  of  each  fiscal  year  and  the  transfers  or  withdrawals  re¬ 
quired  by  this  section  accomplished  not  later  than  September 
30  of  the  following  fiscal  year,  but  the  transactions  shall  be 
accounted  for  and,  reported  as  of  the  close  of  the  fiscal  year 
to  which  such  review  pertains.  A  review  made  as  of  any 
other  date  for  which  transfers  or  withdrawals  are  accom¬ 
plished  after  September  30  in  any  fiscal  year  shall  be  ac¬ 
counted  for  and  reported  as  transactions  of  the  fiscal  year  in 
which  accomplished. 

(b)  Whenever  a  payment  chargeable  to  an  appropria¬ 
tion  account  established  pursuant  to  this  Act  would  exceed  the 
undisbursed  balance  of  such  account,  the  amount  of  the  defi¬ 
ciency  may  be  transferred  to  such  account  from  the  ap¬ 
propriation  currently  available  for  the  same  general  pur¬ 
poses.  Where  such  deficiency  is  caused  by  the  failure  to  col¬ 
lect  repayments  to  appropriations  merged  with  the  appro¬ 
priation  account  established  pursuant  to  this  Act,  the  amount 
of  the  deficiency  may  be  returned  to  such  current  apppropria- 
tion  if  the  repayments  are  subsequently  collected  during  the 
same  fiscal  year. 

(c)  In  connection  with  his  audit  responsibilities,  the 
Comptroller'  General  of  the  United  States  shall  report  to  the 
head  of  the  agency  concerned,  to  the  Secretary  of  the  Treas¬ 
ury,  and  to  the  Director  of  the  Bureau  of  the  Budget,  respect¬ 
ing  operations  under  this  Act,  including  an  appraisal  of  the 
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unliquidated  obligations  under  the  appropriation  accounts  es¬ 
tablished  by  this  Act.  Within  thirty  days  after  receipt  of 
such  report,  the  agency  concerned  shall  accomplish  any  ac¬ 
tions  required  by  subsection  (a)  of  this  section  which  such 
report  shows  to  be  necessary. 

Sec.  4.  During  the  fiscal  year  following  the  fiscal  year 
in  which  this  Act  becomes  effective,  and  under  rules  and 
regulations  to  be  prescribed  by  the  Comptroller  General  of  ^ 
the  United  States,  the  undisbursed  balance  of  the  appropria¬ 
tion  account  for  payment  of  certified  claims  established  pur¬ 
suant  to  section  2  of  the  Act  of  July  6,  1949  (63  Stat. 

407 ;  31  U.  S.  C.  712b) ,  shall  be  closed  in  the  manner  pro¬ 
vided  in  section  1  (a)  of  this  Act. 

Sec.  5.  The  obligated  balances  of  appropriations  made 
available  for  obligation  for  definite  periods  of  time  under 
discontinued  appropriation  heads  may  be  merged  in  the  appro¬ 
priation  accounts  provided  for  by  section  1  hereof,  or  in  one 
or  more  other  accounts  to  be  established  pursuant  to  this  Act 
for  discontinued,  appropriations  of  the  agency  or  subdivision 
thereof  currently  responsible  for  the  liquidation  of  the  obli¬ 
gations. 

Sec.  6.  The  unobligated  balances  of  appropriations  which 
are  not  limited  to  a  definite  period  of  time  shall  be  withdrawn 
in  the  manner  provided  in  section  1  (a)  (2)  of  this  Act 
whenever  the  head  of  the  agency  concerned  shall  determine 
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that  the  purposes  for  which  the  appropriation  was  made  has 
been  fulfilled;  or  in  any  event,  whenever  disbursements  have 
not,  been  made  against  the  appropriation  for  two  fidl  con¬ 
secutive  fiscal  years:  Provided,  That  amounts  of  appropria¬ 
tions  not  limited  to  a  definite  period  of  time  which  are  with¬ 
drawn  pursuant  to  this  section  or  were  heretofore  withdrawn 
from  the  appropriation  account  by  administrative  action  may 
be  restored  to  the  applicable  appropriation  account  for  the 
payment  of  obligations  and  for  the  settlement  of  accounts. 

Sec.  7.  The  following  provisions  of  law  are  hereby 
repealed: 

(a)  The  proviso  under  the  heading  “payment  of  cer¬ 
tified  CLAIMS ”  in  the  Act  of  April  25,  1945  (59  Stat.  90; 
31  U.  S.  C.  690); 

(b)  Section  2  of  the  Act  of  July  6,  1949  ( 63  Stat.  407 ; 
31  U.  S.  C.  712b),  but  the  repeal  of  this  section  shall  not 
be  effective  until  June  30,  1957 ; 

(c)  The  paragraph  under  the  heading  “payment  of 
certified  claims ”  in  the  Act  of  June  30,  1949  (63  Stat. 
358;  31  U.  S.  G.712c); 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat. 
418;  31  U.S.  C.  713a);  and 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended 

(31  U .  S.  C.  715). 

(f )  Any  provisions  (except  those  contained  in  appropria- 
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1  tion  Acts  for  the  fiscal  years  1956  and  1957 )  permitting  an 

2  appropriation  to  remain  available  for  expenditure  for  any 

3  period  beyond  that  for  which  it  is  available  for  obligation,  but 

4  this  subsection  shall  not  be  effective  until  June  30,  1957. 

5  Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the 

6  appropriations  for  the  District  of  Columbia. 

7  Sec.  9.  The  inclusion  in  appropriation  Acts  of  provi- 

8  sions  excepting  any  appropriation  or  appropriations  from  the 

9  operation  of  the  provisions  of  this  Act  and  fixing  the  period 

10  for  which  such  appropriation  or  appropriations  shall  remain 

11  available  for  expenditure  is  hereby  authorized. 
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■iculturd  Committee  will  not  hold  hearings  on 
farm  bill.  Sen,  Stennis  recommended  exportation  of  more  cotton.  House  passed  bill 
to  transfer  Puerto  Rican  hurricane  loans.\U6use  passed  bill  to  establish  fish  hatch¬ 
ery  in  Pisgah  Forest.  Both  Houses  receive,a'IJSDA  proposal  to  increase  CCC  borrowing 
power.  Sen.  Young,  et  al,  introduced  anq Ser^  Young  discussed  bill  to  provide  limit 
imports  of  surplus  agricultural  commodities.  Sen.  Humphrey,  et  al,  and  Rep,  Knutson 
and  Metcalf  introduced,  and  Sen.  Humphrey  discussed,  omnibus  family  farm  credit  bills, 

)  /  HOUSE 

1*  FARM  LOANS.  Passed  as  reported  H.  R.  8385,  to  trsmsfer  from  Interior  to  Agricul¬ 
ture  the  administration  of  remaining  Puerto  Rican  hurricane  relief  loans. 
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2.  FORESTRY.  Passed  *  as  reported  H.  R.  9822,  to  require  the  Secretary  of  the 
Interior,  after  consulting  with  the  Secretary  of  Agriculture,  to  establish  and 
operate  a  trout  hatpfrery  in  the  Pisgah  National  Forest,  n\c.  p.  6830 

3«  CCC  BORROWING  P0WJ8R.  Both  Houses  received  from  this  Department  a  proposed  bill  tc 
increase  CCC  borrowing  power  by  $2  billion;  to  House  Banking  and^  Currency  Com¬ 
mittee  and  SejJate  Agriculture  and  Forestry  Committee,  pp.  6881,\>7C4 

4*  FOREIGN  AID/  Both  Houses  received  the  President’s  report  on  operation  of  the 
Mutual  Security  Program  from  July  1  to  Dec.  31,  1955;  to  House  Fore ig^Aff airs 
Committee  and  Senate  Foreign  Relations  Committee  (H.  Doc.  369)*  pp.  6810,  6703 

5*  LANDS/  Passed  as  reported  H.  R.  9451,  to  provide  that  certain  lands  ( forme} 
administered  by  this  Department)  be  held  in  trust  for  the  Seminole  Indians. 
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6,  RECLAMATION.  Both  Houses  received  from  the  Interior  Department  a  report  on  a 
soil\urvey  and  land  classification  in  the  Sacramento  Canals  Unit,  Central 
V a lie yx^r eject,  Calif,  pp.  6881,  6704  / 


7.  ACCOUNTING.  H.  R.  9593,  to  simplify  accounting  and  facilitate  payment  of  obliga¬ 
tions,  was  passed  over  at  the  request  of  Rep.  Whitten,  p.  6822 


8.,  SUBFARGINAL  LANDS.  H.  R.  6815,  to  authorize  disposition  of  cert^&n  Title  III 
Bankhead-Jones^lands,  was  passed  over  on  objection  of  Rep.  Byrnes  of  Wis. 
p.  6813. 


9*  RECORDS  MANAGE1* ‘H3NT.  \  S.  2364,  to  clarify  GSA  poihority  over/ records  management, 
was  passed  over  at  the  request  of  Rep.  Fa gnus on.  p„  68] 


10.  CO^DDITI  EXCHANGES.  Rep.  Fclntire  announced  plans  fp£  hearings  on  futures 
trading  for  Fay  16,  17Xand  IB.  p.  6812 

\ 


SENATE 


11*  FARM  PROGRAM*  Sen.  Ellender  announced  that  the/Agriculture  and  Forestry  Com¬ 
mittee  decided  not  to  hold  hearings  on  H.  R.XL087!?,  the  new  farm  bill,  and 
that  the  Committee  would  meet  on  next  Tred.  tn  order  to  consider  the  House 
bill,  (p.  67ho)  This  bill  was  referred -ta^the  Committee  Mon,  p»  6703 

Sen.  Douglas  inserted  the  results  of  A  study  ade  by  the  Univ.  of  Illinois 
showing  the  decline  in  prices  of  varioug  farm  commodities,  p.  6732 

Sen.  Douglas  inserted  his  statement  explaining  his  position  on  the  farm 
bill,  and  criticizing  the  present  fa/i\  program  and  the  President's  veto  of  the 
farm  bill.  p.  6730 

Received  a  Cattlemen’s  Assoc, >^esolu\ion  opposing  any  soil-bank  plan  "which 
would  allow  cropping  or  grazing  /n  land  wf^.ch  farmers  have  received  payments  to 
lay  idle."  p,  6706 

Sen.  Neuberger  inserted  a/local  Grange  resolution  favoring  a  food  stamp 
plan  for  disposal  of  surplus/commodities  to  low  income  groups,  p.  6?07 


12. 


FOREIGN  TRADE.  Sen.  Stennis  spoke  on  the  importance  of  exporting  more  cotton, 
and  the  possibility  of  passing  legislation  directing  the  setting-up  of  a 
competitive  export  pros'T'am  for  cotton  unless  one  i  Sv  Dut  into  effect  soon. 

p.  6762 

Sen.  Martin,  Iowd,  inserted  a  portion  of  the  -^resident’s  report  reviewing 
U,  S.  activities  tn  connection  with  the  Commission  on  International  Commodity 
Trade  and  a  lette/  opposing  U,  S.  participation  in  the  Commission,  and  indicate 
he  now  supports/our  participation  in  the  Organization  for\Trade  Cooperation* 
p.  6761 

Sen*  Martin  -spoke  in  favor  of  foreign  economic  development  through  a  greatl; 
expanded  flow  of  private  investment,  and  inserted  several  statements  on  the 
matter,  p/  6760 

Sen. /Mansfield  inserted  part  of  the  President's  address  befdre  the  American 
SocietWof  Newspaper  Editors  on  foreign  policy,  including  references  to  our 
cottcq/trade  with  Japan,  p.  6738 

ie  Foreign  Relations  Committee  submitted  a  report  on  Technical ^Assistance 
anci/'Kelated  Programs,  and  Sen.  Mansfield  inserted  his  statement  to  tme  press  on 
the  findings  and  recommendations  of  the  Committee.  (S.  Dept,  1 956).  p\6713 
Sen,  Bridges  inserted  a  N,  H*  citizens  petition  favoring  a  reapprai 


'of  our  foreign-aid  program,  p.  6706 
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Nalso  persuaded  to  sign  a  note  of  indebt- 
elSbiess  to  the  insurance  company  to 
cower  future  premium  payments  and  to 
sigiNalso  a  power  of  attorney  which  en- 
abledNhe  insurance  company  to  make 
application  in  the  inductee’s  name,  to  the 
Veterans^dministration,  for  a  guaranty 
of  the  note^pf  indebtedness.  It  appears 
that,  after  ^Uiese  initial  arrangements 
were  made,  the  matter  would  often  lie 
dormant  and  perhaps  forgotten  so  far  as 
the  inductee  wasVoncerned,  until  after 
such  time  as  he  came  out  of  the  military 
service  and  would  then  be  presented  with 
a  bill  for  payment  o\back  premiums, 
plus  interest  at  the  rsSe  of  6  percent, 
compounded  annually  in \dvance. 

In  many  instances  whereN<he  prospec¬ 
tive  inductee  who  was  victimised  by  this 
scheme  did  not  have  $10  for  the  initial 
payment  or  could  not  be  persuaded  to 
give  up  $10,  the  insurance  agentsNyould 
take  his  personal  note  for  $10,  payable 
to  the  agency.  Putting  the  policyxjn 
force  in  this  way  meant  that  in  exchange 
for  the  inductee’s  note  the  insurance^ 
agent  received  at  least  $72  for  the  first 
year’s  commission  on  the  policy  which 
amount,  of  course,  is  included  in  the 
total  bill  for  which  the  Government 
guarantees  payment. 

Itfow,  it  is  apparent  that  the  timing  of 
the  insurance  sale  under  such  a  scheme 
as  this  is  of  the  utmost  importance  to  the 
success  of  the  scheme.  If  the  prospective 
inductee  were  required  to  pay  6  monthly 
premiums  out  of  his  own  pocket,  rather 
than  only  1  monthly  payment,  obviously 
such  a  scheme  as  has  been  presented  to 
these  people  would  look  much  less  attrac¬ 
tive.  And  moreover,  the  prospect  of  put¬ 
ting  out  such  an  amount  of  money  would 
cause  the  young  man  to  look  more  care¬ 
fully  and  ascertain  the  facts  concerning 
his  continuing  liability  for  the  payment 
of  any  insurance  that  he  may  sign  up  for 
with  a  view  to  having  these  payments 
guaranteed  by  the  Government. 

This  is  precisely  what  the  bill  H.  R. 
10441  would  do.  The  bill  simply  increases 
the  time  during  which  a  policy  must  be 
in  force  prior  to  a  man’s  induction  from 
30  days  to  6  months,  in  order  to  make 
that  policy  eligible  for  premium  guaran¬ 
tees  under  the  Soldiers  and  Sailors  Civil/ 
Relief  Act.  The  bill  should  thus  avoid 
the  necessity  for  the  Government  bring¬ 
ing  suits  or  taking  other  means  to/en¬ 
force  collection  of  liabilities  incurred  un¬ 
der  future  sales  of  insurance  policies. 
The  bill  should  also  remove  the  Probabil¬ 
ity  or  the  possibility  that  the  Government 
may  incur  considerable  losses  through 
guaranteeing  premium  payments  on  pol¬ 
icies  which  members  of  the  armed  serv¬ 
ices  acquire  through  misunderstanding 
and  misrepresentation,  and  policies 
which  members  of  .die  armed  services 
would  not  wish  to  hdve  in  any  case  if  they 
were  fully  acquainted  with  the  facts  con¬ 
cerning  their  liabilities.  While  the  com¬ 
mittee  has  no/information  that  similar 
schemes  or  abuses  of  the  act  have  been 
carried  on  by  insurance  agencies  gener¬ 
ally,  and  p6  information  in  fact  that  such 
schemes/have  been  carried  on  by  any 
agency  other  than  the  particular 
agency  which  the  committee  investigated, 
the  /possibilities  for  misrepresentation 


and  abuse  are  opened  to  any  unscrupu¬ 
lous  insurance  agent  and  could  therefore 
give  rise  to  widespread  abuses.  At  the 
same  time  the  requirement  that  policies 
eligible  for  guarantee  be  in  force  at  least 
6  months  prior  to  the  date  on  which  the 
man  is  inducted  would  not  substantially 
contract  the  benefits  of  the  act  to  mem¬ 
bers  of  the  armed  services  with  reference 
to  any  legitimate  insurance  policies  legit¬ 
imately  sold. 

(Mr.  LONG  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  at  this 
point  in  the  Record.) 


Mr.  LONG.  Mr.  Speaker,  I  am  very 
much  in  favor  of  this  bill,  H.  R.  10441.  I 
will  support  it.  It  will  do  a  lot  of  good. 
At  the  same  time,  however,  I  want  to 
make  it  clear  that  I  do  not  think  the  bill 
goes  far  enough  in  protecting  members 
of  the  armed  services  and  metnbeis 
about  to  be  inducted,  and  veterans  of  the 
armed  services,  from  all  of  the  variety  of 
racketeering  to  which  these  young  men 
are  subjected  when  they  are  taken  away 
frKm  their  homes  and  enter  into  a  patri/ 
oticSservice  of  their  country.  / 

Wnten  this  insurance  scheme  to  ^prey 
on  young  men  and  young  women  enter¬ 
ing  the  military  service  first  carn/up  for 
discussion^  was  pointed  out  tonne  that 
one  of  the  operators  of  this /cheme,  a 
Mr.  Kenneth  \V.  Simmons,  is  the  same 
Mr.  Simmons  Who  had  caused  so  much 
trouble  to  the  people  of  rely  district  sev¬ 
eral  years  ago,  following  World  War  II, 
with  a  so-called  training  school  that  was 
founded  and  operatpckat  Leesville,  La. 
This  school  was  anothefekind  of  scheme 
to  take  advantage/6f  the  GJ  benefits  and 
to  get  the  Federal'  GovernmWit  to  pay  for 
certain  educational  training\which  the 
GI’s  were  entitled  to,  and  which  Con¬ 
gress  provided  for,  but  which  tlfe  World 
War  II  vejbrans  were  not  in  fact  deceiv¬ 
ing — at  least  they  were  not  receiving 
training  of  the  quality  they  thought  they 
were  getting  and  which  they  were  enii-r 
tlecLto  receive.  'v 

XVhen  this  matter  came  to  my  atten¬ 
tion  I  did  not  trust  my  memory  as  to  the 
retails  of  all  the  trouble  and  shady  deals 
perpetrated  by  Mr.  Simmons,  so  I  wrote 
to  a  friend  of  mine  at  Leesville,  which 
friend  is  a  highly  regarded  man  in  public 
life  and  who  was  on  the  scene  through¬ 
out  the  period  of  this  trouble,  and  I 
asked  him  to  refresh  my  memory.  I  will 
insert  following  my  remarks  the  letter 
which  came  to  me  in  reply.  But  before 
doing  this  I  simply  want  to  point  out  that 
I  think  some  committee  is  going  to  have 
to  take  up  the  broader  problem  of  all  the 
various  kinds  of  racketeering  by  which 
members  of  the  Armed  Forces,  inductees 
and  veterans,  are  victimized,  and  then 
draft  a  bill  which  will  contain  special 
penalties  for  any  person  or  any  organi¬ 
zation  that  carries  on  a  scheme  of  any 
kind  to  defraud,  or  to  mislead  for  com¬ 
mercial  gain,  young  men  and  young 
women  who  are  entering  upon,  or  have 
entered  upon,  the  honorable  and  highly 
patriotic  service  of  their  country,  which 
kind  of  service  a  young  man  or  young 
woman  does  render  to  this  country  when 


he  assumes  the  extraordinary  burden  oi 
serving  in  the  defense  of  this  country/ 
The  letter  to  me  concerning  the  pper- 
ation  of  the  GI  trade  school  at  Leesville, 
La.,  is  as  follows:  / 

February  £2,  1956. 
JThe  Honorable  George  S.  Long,  / 

Member  of  Congress,  / 

House  Office  Buildiny 
Washington,  D.  C. 

Dear  Dr.  Long:  This  is  to'acknowledge  re¬ 
ceipt  of  your  letter  of  February  9  in  which 
you  inquired  about  a  Kenneth  W.  Simmons 
who  was  in  charge  oy  the  trade  school  at 
Leesville.  / 

The  story  of  his/dealings  in  Leesville  is 
somewhat  varied  aiid  even  though  I  know  of 
no  criminal  charge  ever  preferred  against 
him,  most  of  his  activities  here  are  consid¬ 
ered  pretty  shady. 

To  review/his  situation  briefly,  Mr.  Sim¬ 
mons  came' to  Leesville  with  a  Mr.  Cox  and 
Mr.  Davi/ to  start  the  Leesville  Vocational 
School.  / Apparently,  they  had  very  little  or 
no  capital,  so  Mr.  Simmons  resorted  to  his 
skill  .of  promotion.  The  first  dealings  that 
I  had  with  him  was  when  he  asked  all  of  the 
hardware  dealers  or  business  houses  who 
Handled  tools  to  meet  with  him.  The  story 
'to  us  at  that  time  was  that  the  Veterans’ 
Administration  had  approved  a  certain  price 
for  a  certain  kit  of  tools  and  that  he  was  at 
liberty  to  buy  the  kits  he  needed.  There 
were  certain  kits  for  the  different  trades, 
such  as  carpenters,  electricians,  and  cabinet¬ 
makers.  All  the  dealers,  except  one,  at  that 
time  agreed  to  sell  these  kits  to  the  school 
at  this  certain  price,  which  I  do  not  recall 
at  this  time,  with  the  understanding  that  he 
was  to  begin  paying  in  60  days  and  complete 
payment  within  90  days  of  date  of  delivery. 
He  explained  the  reason  for  this  was  that 
he  would  bill  the  VA  and  it  would  take  that 
long  to  get  the  money  back.  We  divided 
the  orders  among  the  business  houses  who 
were  willing  to  sell  them  according  to  the 
terms  outlined.  We  were  eventually  paid, 
but  not  in  the  time  he  had  said.  The  viola¬ 
tion  there  was  that  he  was  not  authorized 
to  buy  as  he  had  told  us,  but  should  have 
taken  bids  from  jobbers  who  would  have 
supplied  these  kits  for  the  same  thing  that 
the  dealers  paid.  He  allowed  the  dealers  a 
fair  profit,  but  he  was  shrewd  enough  not  to 
permit  an  excessive  profit. 

Evidently,  another  way  chiseling  was  done 
was  in  expendable  materials  allowed  for 
training.  The  general  consensus  of  opinion 
avas  that  this  item  was  denied  the  trainees 
Pud  the  money  and  materials  went  elsewhere. 
Tnis  could  run  into  a  sizable  amount  as  each 
student  or  trainee  was  allowed  under  the 
VA  setup  a  reasonable  amount  of  materials 
for  training  purposes. 

The  rmxt  off-color  deal  was  the  books  that 
should  have  been  bought  direct  from  the 
publishers,  Taut  was  given  to  two  local  men 
not  even  in\i  kindred  business.  Like  the 
dealers  who  furnished  the  tools,  they  were 
informed  by  Kenneth  Simmons  that  if  they 
would  purchase  tile  books,  they  would  be  al¬ 
lowed  a  profit  and  irould  be  paid  as  soon  as 
the  bills  could  be  sent  to  the  VA  and  the 
money  sent  back  to  hiren  The  two  local  men 
who  took  this  contract  fee  certainly  of^good 
character.  \ 

All  of  this  and  other  things  came  to  light 
after  Kenneth  Simmons  aird  some  of  the 
other  stockholders  had  sold  their  interests 
to  a  Mr.  Huggins.  An  audit  wastaade  by  the 
VA  and  Mr.  Huggins,  having  bought  a  cor¬ 
poration,  was  forced  to  pay  some  of  the  ex¬ 
cessive  costs  on  tools,  books,  an’d,  other 
items.  It  is  my  understanding  that'\there 
were  quite  a  few  outstanding  bills  Mr.  llug- 
gins  had  to  pay  even  though  he  had  bfcen 
assured  at  the  time  he  made  the  purchase 
that  all  bills  were  in  order  and  current. 

With  kindest  personal  regards,  I  am. 
Yours  very  truly. 


VETERANS  AND  Gl’S  ARE  PRIME  VICTIMS  OF 
RACKETEERS 
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The  bill  was  ordered  to  be  engrossed 
and  read  a  third  tii^e,  was  read  the  third 
time,  and  passed,  am^a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


COMPACT  RELATING  \TO  INTER¬ 
STATE  SCHOOL  DISTRICTS 

The  Clerk  called  the  bill  <1LR.  9314) 
granting  the  consent  of  Congress  to  the 
States  of  Illinois  and  Wisconsin\o  enter 
into  a  compact  relating  to  interstate 
public  school  districts  where  an  educa¬ 
tional  community  extends  into  both  s^ch 
States 

There  being  no  objection,  the  Cler 
read  the  bill,  as  fellows: 

Be  it  enacted,  etc.,  That  the  consent  of 
Congress  is  hereby  given  to  the  States  of 
Illinois  and  Wisconsin  to  enter  into  the  fol¬ 
lowing  compact  and  agreement  relative  to 
interstate  public  school  districts  where  an 
educational  community  extends  into  both 
such  States. 

The  compact  reads  as  follows: 

ARTICLE  I - PURPOSE  4" 

The  purpose  of  this  compact  is  to  create 
a  pattern  of  organizations  through  which  all 
the  people  of  an  educational  community 
which  crosses  State  lines  may  participate 
in  the  government  of  such  unit. 

ARTICLE  II - ORGANIZATION 

The  State  superintendent  of  public  in 
st ruction  or  similarly  titled  officer  of  the  re 
spective  party  States  designated  in  the  en 
abling  acts  approving  this  compact  may  by 
agreement  provide  for  the  establishment  and 
operation  of  interstate  public  school  districts 
for  the  operation  of  elementary  and  se 
condary  schools. 

ARTICLE  III - SCOPE  OF  THE  AGREEMENTS 

(a)  the  establishment  of  an  interstate 
school  district; 

(b)  the  allocation  of  costs  of  operation 
and  capital  expenditure  between  the  por¬ 
tions  of  the  district  in  each  State; 

(c)  the  scope  of  the  educational  program; 

(d)  the  procedures  whereby  the  electors 
in  each  State  may  participate  in  the  forma¬ 
tion  of  school  policy; 

(e)  the  allocation  of  State  school  aids; 

(f)  the  determination  of  State’s  laws  un¬ 
der  which  the  contracts  for  the  purchase  of 
materials,  supplies,  and  personal  services  will 
be  made  so  as  to  prevent  all  conflict  as  to 
the  applicable  statutes.  Arrangements  shall 
be  made  for  the  employment  of  persons  by 
one  State  only  and  for  the  pro  rata  reim-j 
bursement  of  that  State  for  services  rendere 
to  citizens  of  another  State,  but  no  such 
agreement  shall  require  that  all  employees 
be  hired  by  a  particular  State;  and 

(g)  all  other  matters  as  are  reasonably 
necessary  to  carry  out  the  purposes/Set  forth 
in  article  I. 

ARTICLE  IV - EFFECTIVE  X)/TE 

This  compact  shall  become/operative  be¬ 
tween  any  State  and  other  State  when,  fol¬ 
lowing  the  adoption  of  the' compact  by  the 
legislatures  of  both  such/States,  the  appro¬ 
priate  officers  of  two  Stages  execute  an  agree¬ 
ment. 

ARTICLE  V - RENUNCIATION 

This  compact  shall  continue  in  effect  and 
remain  binding  q/pon  each  executing  party 
State  until  6  ninths  after  any  such  State 
has  given  written  notice  of  renunciation  by 
the  same  ajfthority  which  executed  the 
agreement. 

RTTCLE  VI - SEVERABILITY 

The  pj&visions  of  this  compact  are  sever¬ 
able. 

(th  the  following  committee  amend- 
its: 


After  the  words  "The  compact  reads  as  fol¬ 
lows;”  insert  a  quotation  mark  before  every 
paragraph  on  pages  2  and  3,  and  on  page  3, 
line  24,  place  a  quotation  mark  after  the 
word  “severable.” 

At  the  end  of  the  bill  insert  the  following; 

"Sec.  2.  The  right  to  alter,  amend,  or  repeal 
this  act  is  hereby  expressly  reserved.” 

The  committee  amendments  were 
agreed  to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 

Mr.  WILLIS.  Mr.  Speaker,  I  ask 
unanimous  consent  that  in  the  engross¬ 
ment  of  the  bill  just  passed,  H.  R.  9314, 
the  Clerk  be  authorized  to  make  the  nec- 
ssary  clerical  corrections  with  respect  to 
€he  amendments  having  to  do  with  quo¬ 
tation  marks. 

;e  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentle¬ 
man  frpm  Louisiana? 

There\was  no  objection. 


act  for  the  loss  or  loss  of  use  of  a  creaWve 
organ,  or  for  an  arrested  tuberculosisXlis- 
ease  in  any  case,  whether  or  not  now  dn  the 
rolls,  in  which  a  determination  of/service 
connection  of  such  condition  has  bp'en  made 
or  is  made  by  the  Administrator  oy  Veterans’ 
Affairs  prior  to  August  1,  1952.” 

The  bill  was  ordered  toJbe  engrossed 
and  read  a  third  time,  wasread  the  third 
time,  and  passed,  and  a  diotion  to  recon¬ 
sider  was  laid  on  the  table. 


LEGISLATURE  Gl*  THE  TERRITORY 
OF/HAWAII 


ed  the  bill  (H.  R.  8837) 
ain  sections  of  the  Ha- 
Act,  as  amended,  relat- 
gislature  of  the  Territory 


SIMPLIFYING  ACCOUNTING 

The  Clerk  called  the  bill  (H.  R.  9593)  to 
simplify  accounting,  facilitate  the  pay¬ 
ment  of  obligations,  and  for  other  pur¬ 
poses. 

Mr.  WHITTEN.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  bill  be 
passed  over  without  prejudice. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentleman 
from  Mississippi? 

There  was  no  objection. 


AMENDMENT  Ol/VETERAN\  REGU- 
riONs 

The  Clerk  ca/ed  the  bill  (H.  R>2845) 
to  amend  tbf  Veterans  Regulations  to 
provide  additional  compensation  for  vet¬ 
erans  having  the  service -incurred  disa¬ 
bility  of  _Jross  or  loss  of  use  of  both  but¬ 
tocks. 

There  being  no  objection,  the  Clerk 
read/the  bill,  as  follows: 

it  enacted,  etc.,  That  subparagraphs  (k) 
oj/fparagraph  II,  part  I,  Veterans  Regulation 
Cumbered  1  (a),  as  amended,  is  hereby 
f amended  by  inserting  after  the  words  "or  one 
hand”  each  place  they  appear  therein  the 
following:  ",  or  both  buttocks.” 

Sec.  2.  This  act  shall  become  effective- on 
the  first  day  of  the  second  month  following 
the  date  of  its  enactment. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


VETERANS’  ADMINISTRATION 
The  Clerk  called  the  bill  (H.  R.  7144) 
to  provide  that  no  application  shall  be 
required  for  the  payment  of  statutory 
awards  for  certain  conditions  which, 
prior  to  August  1,  1952,  have  been  deter¬ 
mined  by  the  Veterans’  Administration 
to  be  service-connected. 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc..  That  section  7  of  Public 
Law  427,  82d  Congress  (66  Stat.  296),  is 
hereby  amended,  effective  June  30,  1952,  by 
adding  at  the  end  thereof  the  following 
sentence:  "No  application  shall  be  required 
for  the  payment  of  compensation  under  this 


The  Clerk 
to  amend 
waiian  Org§ 
ing  to 
of  Hawaj, 

being  no  objection,  the  Clerk 
read  tjfe  bill,  as  follows: 

Be  ft  enacted  etc.,  That  section  30  of  the 
Hawaiian  Organic  Act  (48  U.  S.  C.  565)  is 
nded  to  read  as  follows: 

Jec.  30.  Senate;  number;  term:  The  sen¬ 
te  shall  be  composed  of  25  members,  who 
shall  be  elected  by  the  qualified  voters  of  the 
respective  senatorial  districts  for  a  term  of 
4  years  beginning  with  their  election  and 
ending  on  the  day  of  the  second  general  elec¬ 
tion  after  their -election :  Provided,  however. 
That  (1)  senators  elected  at  the  general 
election  of  1954  shall  continue  to  hold  office 
until  the  expiration  of  their  present  terms 
and  shall  be  deemed  to  have  been  elected 
from  the  new  senatorial  district  in  which 
they  resided  at  the  time  of  their  election; 
and  (2)  that  at  the  first  session  of  the  legis¬ 
lature  sebsequent  to  the  general  election  of 
1956,  the  legislature  shall  so  assign  the  sena¬ 
tors  to  long  or  short  terms,  that  as  nearly  as 
•possible  one-half  of  them,  including  the 
holdover  senators,  shall  hold  office  for  2  years 
and  the  remaining  senators  shall  hold  office 
for  4  years. 

Sec.  2.  Section  32  of  said  act  (48  V.  S.  C. 

568)  is  amended  to  read  as  follows: 

"Sec.  32.  Senatorial  districts:  For  the  pur¬ 
pose  of  representation  in  the  senate,  the  Ter¬ 
ritory  is  divided  into  the  following  sena¬ 
torial  districts,  namely: 

’First  senatorial  district:  That  portion  of 
he  siland  of  Hawaii  known  as  Puna,  Hilo, 
d  Hamakua; 

econd  senatorial  district:  That  portion 
of  fShe  island  of  Hawaii  known  as  Kau,  Kona, 
and  ICohala; 

“Third  senatorial  district:  The  islands  of 
Maui,  Molokai,  Lanai  and  Kahoolawe; 

"Fourth  senatorial  district:  That  portion 
of  the  isla\d  of  Oahu  lying  east  and  south  of 
Nuuanu  Street  and  Pali  Road  and  the  upper 
ridge  of  the  Koolau  Range  from  the  Nuuanu 
Pali  to  Makap\u  Point  and  all  other  islands 
not  specificallyVnumerated; 

"Fifth  senatorial  district:  That  portion  of 
the  island  of  Oahu  lying  west  and  north  of 
the  fourth  senatorial  district;  and 

“Sixth  senatorial  fijstrict:  The  islands  of 
Kauai  and  Niihau.” 

Sec.  3.  Section  33  of  'teid  act  (48  TX.  S  .C. 

569)  is  amended  to  read  as  follows: 

"Sec.  33.  Apportionment  of  senators:  The 
electors  in  the  said  senatorial  districts  shall 
be  entitled  to  elect  senators  ^follows: 

In  the  first  senatorial  district,  five; 

In  the  second  senatorial  distinct,  two; 

In  the  third  senatorial  district/Vive; 

In  the  fourth  senatorial  district  five; 

In  the  fifth  senatorial  district,  fi\ 

In  the  sixth  senatorial  district,  tl^ 

Sec.  4.  Section  35  of  said  act  (48 

570)  is  amended  to  read  as  follows: 

"Sec.  35.  House  of  representatives; 

ber:  The  house  of  representatives  shall 
composed  of  51  members,  who  shall  b§ 
elected  by  the  qualified  voters  of  the  respec-' 
trve  representative  districts.” 
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HIGHLIGHTS:  Farm  bill  sent  to  conference.  Senate  debated  Johnston  retirement 
bill.  House  committee  reported  public  works  appropriation  bill.  House  passed  bills 
altering  dates  for  proclamation  'qf  tobacco  quotas' and  basing  penalties  on  violations 
af  tobacco  allotments  on  a  harvested  basis.  House  received  from  President  supple¬ 
mental  appropriation  estimates  for  lJ$DA.  Houpe  received  USDA  proposed  bill  to  in¬ 
crease  Public  Lav?  [48 0  authorisation.  \Rep.  Christopher  criticized  county  committee 
system.  Sen,  Kennedy  and  others  introduced  and  Sen.  Kennedy  discussed  bill  to 
revise  budgeting  and  accounting  process  JK  Sen.  Ellender  introduced  bill  to  increase 
Public  Law  I48O  authorisation.  Rep.  Gr^en/sOreg, ,  introduced  and  discussed  bill  to 
provide  assistance  for  disaster  stricken  orchards, 

SENATE 

1.  FARM  PROGRAM.  Senate  and  ^ouse  conferees  x^ereN^ppointed  on  H.  R.  10875,  the 

farm  bill.  p.  7677 

2.  FORESTRY.  Passed  without  amendment  S.  2967,  to  authorize  the  acquisition  of 

additional  lands  wyt hin  the  roadless  area  of  the  Superior  National  Forest, 
p.  7662  /  . 

At  the  request  of  Sen.  Bible,  passed  over  S.  1907,  transfer  some 
' .  Title  III  Bankhead- Jones  lands  to  the  Indians  of  the  Zia  ahd  Jemez  pueblos  in 
N.  Mex.  p./671 

3.  ECONOMIC  B*K)RT.  Passed  as  reported  S.  3332,  extending  the  tim^for  filing  the 

reporty^f  the  Joint  Committee  on  the  Economic  Report  to  Jan.  20 >^ch  year, 
and  changing  the  name  of  the  Committee  to  the  *’ Joint  economic  Commi.ttee. 

p.  7677 

lu  RECLAMATION.  Passed  without  amendment  S.  3101,  to  authorize,  cons  true  tide  by 
the  Secretary  of  the  Interior  of  the  Crooked  River  reclamation  project, 

p.  7671  . 
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Fassed  without  amendment  H#  R.  1779,  to  authorize  the  Secretary  of  the 
Interior  to  construct,  operate,  and  maintain  the  Juniper  division  of  the 
ifapinitia  reclamation  project,  Ore.  (p.  7672)  This  bill  is  now  ready 
President. 


5.  PER£ 
7680.N 


Began  debate  on  S.  2875,  the  Johnston  retirement  bill 


6.  VIRGIN  I 
Islands 


7. 


S.  Received  the  Comptroller  General's  audit  report  o,  the  Virgin 
the  1955  fiscal  year.  p.  7651 

APPROPRIATIONS.  Sen.  Holland  submitted  and  commented  on  an  amendment  intended 
to  be  proposed  to  H.  R.  11177,  the  USDA  appropriation  bill, /to  provide 
$1,500,000  to  Combat  the  mediterranean  fruitfly.  p.  7657 


8.  FEED  GRAINS.  Sen  Kennedy  inserted  a  letter  from  the  Eastern  States  Farmers' 
Exchange  opposing  higher  support  prices  for  feed  grain/,  p.  7653 


HOUSE 

■'r 


9.  APPROPRIATIONS.  The  Anor^priations  Committee  ren^rted  without  amendment 
H.  R.  11319,  the  public  works  appropriation  tall  for  1957  (H.  Rept.  2181 ) . 

pp.  7689,  7736  \  / 

Received  from  the  President  a  supolemetri^al  appropriation  estimate  that 
xri.ll  provide  1,250,000  in  fikcal  year  1956/and  C250,000  in  fiscal  year  1957 
for  "Salaries  and  expenses,  Agricultural  Research  Service"  to  provide  addi¬ 
tional  funds  for  a  Fediterranear\Pruitfl/  eradication  program  in  Florida j 
to  Appropriations  Committee  (HlDhp.  IjQY  ) .  p.  7735 


10.  TOBACCO.  Passed  x>rithout  amendment  H.XR.  10108,  to  provide  for  the  determina¬ 
tion  of  penalties  for  tobacco  acreage Nallotment  violations  on  a  harvested 
basis  rather  than  a  marketed  basi /f.  p.\7698 

Passed  as  reported  H.  R,  9^5,  to  provide  for  the  date  of  proclamation 
of  marketing  quotas  for  tobacco/ as  Dec.  1 'for  flue-cured  tobacco  and  Feb.  1 
for  other  kinds  of  tobacco,  p.  7701 


11. 


FOREIGN  TRADE.  Received  frpfti  this  Department  avproposed  bill  to  amend  the 
Agricultural  Trade  Development  and  Assistance  A^t  of  195U  by  increasing  the 
authorization  to  03  billion,  authorizing  aid  to 
abroad,  and  oermitting/parter  with  Communist  coun 

mittee.  p.  7735 

Passed  with  amendments  H.  R.  9052,  to  extend  thb^Export  Control  Act  of 
19h9  for  tx-jo  years/tto  June  30,  1958).  p,  7717 


eri can-sponsored  schools 
ies;  to  Agriculture  Com- 


12. 


LANDS.  Reps.  Fetcalf,  Drier,  and  Byrnes,  Wis.,  objected  tcKthe  consideration  of 
H.  R.  6815,  to/provide  for  the  disposition  of  certain  lan acquired  under 
Title  III  ofyXhe  Bankhead-Jones  Farm  Tenant  Act.  p.  7690 


13.  ACCOUNTING.  At  the  request  of  Rep.  Aspinall  (acting  for  Rep.  Dawson),  passed 
over  H.  R.  9593,  to  simplify  and  facilitate  accountinr  and  obligation  payment 
procedures,  p.  7690 


ill.  INFO ^ATICN .  Passed  without  amendment  H.  R.  10lil7,  to  amend  the  Fed- 

Register  Act  so  as  to  provide  that  the  President  may  make  notice  of 
of  his  acts  by  other  means  if,  in  the  event  of  an  enemy  attack  upon 

/* —  -  - 
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ufie  “compensation  of  employees” — 
whr^h  lumps  together  the  topmost  cor¬ 
poration  executives  and  directors  as  well 
as  ordinary  workers,  and  calls  them  all 
“employees.”  I  am  sure  that  most 
$75,000  a\ear  executives  do  not  classify 
themselvesVs  “labor”;  nor  are  they  such, 
except,  perhaps  to  a  politician  who  is 
trying  to  hoodwink  workers  about  which 
party  has  theirNnterests  at  heart. 

I  think  the  following  figures  give  a 
a  much  more  accuse  picture  of  whether 
workers  are  getting  an  even  break  under 
the  Eisenhower  admnnstration :  In  the 
3  years  of  Republicanyadministration, 
while  corporations’  pronts  after  taxes 
have  increased  34  percenXthe  average 
person’s  income  after  taxes  lias  gone  up 
only  8  percent.  In  1955  a^ne,  while 
United  States  Steel  profits  went  up  89 
percent;  Jones  &  Laughlin  up  rQO  per¬ 
cent,  and  Youngstown  Sheet  &  T&be  up 
106  percent,  steelworkers’  wages  \pse 
only  14  percent.  While  General  Motors 
profits  went  up  48  percent,  auto  workei 
wages  rose  only  10  percent;  while  Stand  A 
ard  Oil  of  New  Jersey  profits  rose  23  per¬ 
cent,  oil  workers  participated  only  to  the 
extent  of  5  percent;  while  Monsanto 
profits  went  up  78  percent,  chemical 
workers’  wages  gained  only  5  percent. 

To  see  if  they  are  getting  an  even 
break  under  this  administration,  I  sug¬ 
gest  that  workers  all  over  the  country 
compare  the  improvement  in  their  eco¬ 
nomic  well-being  over  the  last  3  years 
with  that  of  the  corporations  for  which 
they  work.  If  they  do  that,  no  amount 
of  statistical  shenannigans  by  Mr.  Hall 
will  be  able  to  dissuade  them  that  Re¬ 
publican  “prosperity”  is  lopisided  in 
favor  of  big  business,  and  against  the., 
average  citizen. 


PUBLIC  WORKS  APPROPRIATION 
BILL,  FISCAL  YEAR  1957 

Mr.  CANNON,  from  the  Committee  on 
Appropriations,  reported  the  bill  (H.  R. 
11319)  making  appropriations  for  the 
Tennessee  Valley  Authority,  certain 
agencies  of  the  Department  of  the  In¬ 
terior  and  civil  functions  administered 
by  the  Department  of  the  Army  for  the, 
fiscal  year  ending  June  30,  1957  (R 
No.  2181)  which  was  read  a  first  and  i 
ond  time  and  with  accompanying  papers 
referred  to  the  Committee  of  the 
House  on  the  State  of  the  Uni/n  and 
ordered  to  be  printed. 

Mr.  DAVIS  of  Wisconsin  r^erved  all 
points  of  order. 

Mr.  DAVIS  of  Wisconsin/  Mr.  Speak¬ 
er,  I  ask  unanimous  consent  that  mem¬ 
bers  of  the  committee/may  have  until 
midnight  tonight  to  file  minority  views 
on  the  public  work/  appropriation  bill 
and  that  those  vieys  be  printed  with  the 
committee  report 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentle¬ 
man  from  Wisconsin? 

There  w/s  no  objection. 


IECTION  OF  THE  RECORD 

MAHON.  Mr.  Speaker,  I  ask 
unanimous  consent  to  correct  the  Rec- 
of  May  9,  1956,  on  page  6997,  third 
Column,  by  striking  out  the  figure  “1,668,- 


000”  and  changing  it  to  read  “1,168,000.” 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentleman 
from  Texas? 

There  was  no  objection. 


WATER  POLLUTION  CONTROL  BILL 

Mr.  BLATNIK.  Mr.  'Speaker,  I  ask 
unanimous  consent  that  the  House  Com¬ 
mittee  on  Public  Works  have  until  mid¬ 
night  tonight  to  file  a  report  on  the  water 
pollution  control  bill,  H.  R.  9540. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  the  request  of  the  gentle¬ 
man  from  Minnesota? 

There  was  no  objection. 


THE  LATE  HONORABLE  LORING  M. 

BLACK 

(Mr.  CELLER  asked  and  was  given 
permission  to  address  the  House  for  1 
minute  and  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  CELLER.  Mr.  Speaker,  I  am  fil¬ 
ed  saddened  today  at  the  news  of  thq 
sudden  death  of  Loring  Black,  a  forr 
menaber  of  this  distinguished  body.  yWe 
bothVame  to  this  House  together, ^lav¬ 
ing  bean  elected  in  1922. 

Loring^erved  many  years  witl/us.  He 
left  his  nmrk  upon  this  body  as  an  emi¬ 
nent  MemBsr.  His  was  a  Congressional 
career  of  rare  accomplishments,  he  was 
an  excellent  debater  and/if  the  highest 
integrity  of  purpose.  A  am,  indeed, 
grieved  because  >^.orin§  was  my  dear 
friend.  He  leavesSJp^hind  him  a  good 
name. 

As  the  Psalmist/saif 

Better  Is  the  J/agrancNpf  a  good  name 
than  the  perfunte  of  precious  oils. 

Mr.  MUSTER.  Mr.  Speaker,  I  ask 
unanimous'  consent  that  all  Members 
may  haWpermission  to  extendsJheir  re¬ 
marks  fit  this  point  in  the  Record  on 
the  passing  of  our  late  distinguished 
,gue,  Loring  M.  Black,  of  New  \ork. 
e  SPEAKER  pro  tempore.  Is  there 
Tjection  to  the  request  of  the  gentl 
.an  from  New  York. 

There  was  no  objection. 

Mr.  ROONEY.  Mr.  Speaker,  I  was 
truly  shocked  this  morning  when  I 
learned  of  the  sudden  and  untimely  pass¬ 
ing  of  my  dear  friend,  Hon.  Loring  Milton 
Black,  who  long  and  honorably  served 
in  the  House  of  Representatives  as  a 
Democrat  from  Brooklyn,  N.  Y. 

It  is  with  deep  emotion  and  a  feeling 
of  great  sorrow  and  loss  that  I  raise  my 
voice  in  brief,  but  nonetheless  sincere 
tribute  to  the  life  and  character  and  pub¬ 
lic  service  of  Loring  Black. 

While  it  was  not  my  privilege  to  have 
served  with  him  here  in  the  House,  I  have 
nevertheless  known  him  for  many  years 
and  we  had  a  very  close  personal  asso¬ 
ciation  and  friendship  right  up  to  the 
time  of  his  passing.  It  was  just  on  Thurs¬ 
day  last  that  I  had  a  chat  with  him 
here  in  the  Capitol  and  made  an  appoint¬ 
ment  to  see  him  during  this  week. 

Loring  Black  was  born  in  New  York 
City  on  May  17,  1886,  attended  the  public 
schools,  and  was  graduated  from  Ford- 
ham  University,  New  York  City,  in  1907. 
He  studied  law  at  Columbia  University, 
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was  admitted  to  the  bar  in  1909  a n* 
thereupon  commenced  the  practice/bf 
law  in  New  York  City.  He  served  /s  a 
member  of  the  New  York  State  Senate 
in  1911  and  1912;  resumed  the  practice 
of  his  profession  in  New  York  City ;  and 
again  served  as  a  member  q f  the  New 
York  State  Senate  in  1919  aj/d  1920.  He 
was  elected  a  Member  q/  the  United 
States  House  of  Representatives  to  the 
68th  Congress  and  tha/five  succeeding 
Congresses;  serving  from  March  1923  to 
January  1935.  He  Was  not  a  candidate 
for  renomination  in  1934. 

Loring  enjoyed/he  reputation  of  being 
a  most  persuasive  and  eloquent  orator 
and  was  giftejf  with  a  keen  sense  of  hu¬ 
mor.  He  was  a  brilliant  lawyer  and 
achieved  grbat  success  in  his  profession. 

I  feel  a.4reat  personal  loss  in  the  pass¬ 
ing  of  Loring  Black  as  I  have  long  con¬ 
sidered  him  one  of  my  very  dear  friends 
and  ^advisers.  I  always  held  him  in  the 
highest  esteem  and  had  profound  respect 
fqr  his  ability  and  integrity. 

His  record  in  Congress  and  in  the  legal 
profession  was  filled  with  many  achieve¬ 
ments.  His  many  years  of  public  service 
and  his  distinguished  record  in  private 
life  will  long  endure.  I  am  sure  that  I 
speak  not  only  for  myself  but  for  all  the 
Members  of  this  body  who  knew  him 
when  I  say  that  his  kindness,  his  mem¬ 
ory,  will  linger  in  our  hearts  forever.  I 
extend  to  his  dear  wife  my  sincere  sym¬ 
pathy  in  her  sad  bereavement.  May  he 
rest  in  peace. 


ARMED  SERVICES  DAY 

(Mrs.  ROGERS  of  Massachusetts 
asked  and  was  given  permission  to  ad¬ 
dress  the  House  for  1  minute,  to  revise 
and  extend  her  remarks,  and  to  include 
extraneous  matter.) 

Mrs.  ROGERS  of  Massachusetts.  Mr. 
Speaker,  over  the  week  end  I  was  privi¬ 
leged  to  see  a  wonderfully  fine  and  im¬ 
pressive  exhibition  of  our  armed  services 
in  different  military  establishments.  I 
was  privileged  to  review,  with  General 
Milburn  at  Fort  Stevens,  a  very  fine 
infantry  group.  I  have  never  seen  finer 
larching  and  was  never  more  impressed 
lath  the  strength  and  the  power  of  the 
me 

I  should  like  again  to  express  my  deep 
gratitude  to  the  officers  and  men  and 
women\who  are  working  to  keep  our 
country  safe;  they  face  danger  day  after 
day  even  m  peace. 


COMMI1 


ON  THE  JUDICIARY 


Mr.  ALBERT\  Mr.  Speaker,  I  ask 
unanimous  conserf^  that  the  Committee 
on  the  Judiciary  miW  sit  during  general 
debate  today  and  on  Wednesday,  May  23. 

The  SPEAKER  pro  tepipore.  Is  there 
objection  to  the  request  aS^the  gentlemen 
from  Oklahoma? 

There  was  no  objection. 

Mr.  THOMPSON  of  TexaX  assumed 
the  Chair. 

THE  LATE  EUGENE  J.  BUTLi 

(Mr.  McCORMACK  asked  and  Xtos 
given  permission  to  address  the  Hous 
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for  1  Viinute  and  to  revise  and  extend 
his  remarks.) 

Mr.  M6CORMACK.  Mr.  Speaker,  on 
Thursdayiast  one  of  the  most  beloved 
men  in  Washington,  Eugene  J.  Butler, 
died.  . 

For  26  years  Mr.  Butler  was  a  member 
of  the  staff  of  the  legal  department  of 
the  National  Catholic  Welfare  Confer¬ 
ence,  and  since  1951  he  was  its  director. 
In  performing  his  duties  he  had  occa¬ 
sion  throughout  the  ytetars  to  appear  be¬ 
fore  committees  of  th\  Congress,  and 
to  discuss  matters  of  importance  and 
concern  to  the  National  Catholic  Wel¬ 
fare  Conference  with  many ^hundreds  of 
Members  of  the  Congress  ami' with  offi¬ 
cials  in  the  executive  branch  of'pur  Gov¬ 
ernment.  He  also  had  occasion  'to  meet 
many  thousands  of  persons  who  wftfe  n°t 
in  public  life  or  in  the  Government 
ice. 

Everyone  who  ever  met  Gene  I 
was  impressed  by  him.  They  recognize' 
he  was  not  only  an  able  and  fair  gentle 
man  but  that  he  was  honorable  and 
trustworthy.  By  reason  of  his  fine  per¬ 
sonality,  his  deep  knowledge  of  any  mat¬ 
ter  he  was  engaged  in,  and  his  noble 
qualities  of  mind  and  character,  Gene 
Butler  always  obtained  the  maximum 
favorable  results  possible.  It  would  be 
most  difficult  for  the  National  Catholic 
Welfare  Conference  to  fill  his  place. 

Mr.  Butler,  or  “Gene”  as  his  friends 
called  him,  was  born  at  Scranton,  Pa., 
and  came  to  Washington  in  the  service  of 
the  National  Catholic  Welfare  Confer¬ 
ence  26  years  ago.  He  attended  St. 
Thomas  College,  now  the  University  of 
Scranton;  also  Holy  Cross  College  and 
Fordham  University  Law  School. 

During  his  years  of  service  with  the 
National  Catholic  Welfare  Conference  he 
became  widely  known  throughout  the 
country.  He  received  many  honors, 
among  which  was  the  Knight  Command¬ 
er  of  the  Order  of  St.  Gregory  the  Great, 
conferred  upon  him  in  1954  by  Pope  Pius 
XII.  The  Catholic  University  of  Amer¬ 
ica  conferred  upon  him  last  year  an  hon¬ 
orary  doctorate  of  laws  for  his  outstand¬ 
ing  zeal  and  talent. 

I  first  met  Gene  Butler  shortly  after 
his  arrival  in  Washington.  During  the 
years  he  has  been  with  the  National 
Catholic  Welfare  Conference  and  untv 
his  death  we  have  seen  each  other  h 
dreds  of  times.  There  quickly  developed 
between  us  a  close  friendship  whicfl  has 
grown  and  developed  throughout  the 
years.  In  his  death  I  have  lo?t  one  of 
my  closest  friends.  I  shall  miss  him 
very  much.  / 

To  Mrs.  Butler  and  her  children  and 
to  his  brothers  and  sister?'  Mrs.  McCor¬ 
mack  and  I  extend  our  deepest  sympathy 
in  their  bereavement, 

Mr.  Speaker,  I  ask  u'nanimous  consent 
that  all  other  members  who  so  desire 
may  extend  their  remarks  at  this  point  in 
the  Record  in  region  to  the  late  Eugene 
J.  Butler. 

The  SPEAKER  pro  tempore.  Is  there 
objection  to  Wie  request  of  the  gentleman 
from  Massachusetts? 

There  w4s  no  objection. 

Mr.  ROONEY.  Mr.  Speaker,  I  was 
deeplj^addened  by  the  passing  last  Fri¬ 


day  morning  at  Georgetown  University 
Hospital  of  my  dear  friend  of  long  stand¬ 
ing,  Eugene  J.  Butler,  director  of  the 
legal  department  of  the  National  Cath¬ 
olic  Welfare  Conference. 

Gene  Butler  was  widely  known 
throughout  the  country  as  counselor  and 
adviser  to  Roman  Catholic  institutions 
and  welfare  agencies  and  because  of  his 
vast  experience  and  legal  knowledge 
rendered  an  extraordinary  service  to  his 
church  and  faith.  He  was  a  real  Chris¬ 
tian  gentleman  and  was  always  kind  and 
considerate  to  his  host  of  friends  and 
associates.  For  21  years  before  he  be¬ 
came  its  director  he  was  a  member  of  the 
staff  of  the  National  Catholic  Welfare 
Conference  legal  department. 

He  was  recognized  as  an  outstanding 
expert  on  the  legislative  matters  and 
problems  in  which  the  National  Catholic 
Welfare  Conference  had  an  interest  and 
he  held  the  confidence  of  the  high-rank¬ 
ing  Catholic  clergy  throughout  the  coun¬ 
try.  With  his  wonderful  personality  and 
arm,  as  well  as  his  sincerity  of  pur¬ 
pose,  he  always  had  ready  access  to  his 
many  friends  in  the  House  and  Sena 
who '  .respected  his  opinions  and  h: 
ideals.V 

I  fee\fortunate,  and  benefited  p'iuch, 
in  having,  a  close  friendship  with'  Gene 
Bulter  forSnany  years.  After  Incoming 
a  Member  of,  the  House  I  had  many  occa¬ 
sions  to  see  mm  on  matters  iri.  which  we 
had  a  mutua\interest,  an'd  I  always 
found  him  most  patient,  kifid,  and  under¬ 
standing.  He  possessed/a  fine  intellect 
and  legal  mind.  Hte  had  a  great  amount 
of  commonsense.  IViways  admired  his 
zeal  and  uncompromising  loyalty  to  his 
faith  and  the  Chd-istikn  principles  in 
which  he  so  deeply  believed. 

Mr.  Speaker,/  have  losi^a  true  friend 
in  the  loss  of  /Gene  Butler \  Because  of 
his  many  good  deeds,  scrupulous  prin¬ 
ciples,  and/successful  career,  sfae  leaves 
a  respected  heritage  to  his  loved  ones. 
His  widow  and  four  children  haVe  my 
deepest  sympathy  in  their  hour  orysor- 
row.  /i  am  sure  he  is  in  heaven. 

May/He  support  us  all  the  day  long 
Til/  the  shades  lengthen  and  the  evenlnj 

7  comes 

And  the  busy  world  is  hushed 
/And  the  fever  of  life  is  over  and  our  work  is 
done. 

Then  in  His  mercy  may  He  give  us  a  safe 
lodging 

And  a  holy  rest  and  peace  at  the  last. 

— Cardinal  Nexvman. 

Mr.  RABAUT.  Mr.  Speaker,  Mr. 
Eugene  J.  Butler,  general  counsel  for  the 
National  Catholic  Welfare  Conference, 
was  a  man  of  sterling  quality.  His  death 
at  a  young  age  is  a  blow  to  the  insti¬ 
tution  and  its  members  whom  he  served 
so  well.  He  was  a  familiar  figure  here 
on  the  Hill,  always  interested  in  the  less 
fortunate  of  the  world.  He  will  be  missed 
in  Washington  and  other  places  where 
his  counsel  was  so  often  sought.  I  extend 
my  deepest  sympathy  to  his  family. 


DISPOSAL  OF  LANDS  UNDER  BA1 

HEAD-JONES  FARM  TENANT 

The  Clerk  called  the  bill  (H.  iy^6815) 
to  provide  for  the  orderly  disposition  of 
property  acquired  under  title  /IT  of  the 
Bankhead- Jones  Farm  Tena/t  Act,  and 
for  other  purposes. 

The  SPEAKER  pro  tem/ore.  Is  there 
objection  to  the  present  Consideration  of 
the  bill?  Three  objections  are  required. 

Mr.  METCALF,  M/f  WIER,  and  Mr. 
BYRNES  of  WisconAn  objected. 

SERVICES 
INISTRATION 

The  Clerkvballed  the  bill  (S.'2364)  to 
amend  the federal  Property  and  Admin¬ 
istrative  Services  Act  of  1949,  as  amend¬ 
ed,  and  /or  other  purposes. 

Mr. /CUNNINGHAM.  Mr.  Speaker,  I 
ask  unanimous  consent  that  the  bill  be 
pas/ed  over  without  prejudice. 

le  SPEAKER  pro  tempore.  Is  there 
rjection  to  the  request  of  the  gentle- 
Tnan  from  Iowa? 

There  was  no  objection. 


CONSENT  CALENDAR 

The  SPEAKER  pro  tempore  (Mr.  Mc¬ 
Cormack).  This  is  Consent  Calendar 
day.  The  Clerk  will  call  the  first  bill  on 
the  Consent  Calendar. 


SIMPLIFYING  ACCOUNTING 

The  Clerk  called  the  bill  (H.  R.  9593) 
to  simplify  accounting,  facilitate  the 
payment  of  obligations,  and  for  other 
purposes. 

Mr.  ASPINALL.  Mr.  Speaker,  at  the 
request  of  the  gentleman  from  Illinois 
[Mr.  Dawson],  who  is  unavoidably  de¬ 
tained  today,  I  ask  unanimous  consent 
that  the  bill  be  passed  over  without 
prejudice.  

MENTAL  HEALTH  STUDY  GRANTS 

The  Clerk  called  the  bill  (H.  R.  9048) 
to  amend  the  Public  Health  Service  Act 
so  as  to  improve  the  mental  health  of 
the  Nation  through  grants  for  special 
projects  to  develop  improved  methods 
of  care,  treatment,  and  rehabilitation  of 
the  mentally  ill. 

Mr.  CUNNINGHAM.  Mr.  Speaker,  in 
view  of  the  fact  that  this  bill  calls  for 
$1,500,000,  a  half  million  more  than  it 
vjs  customary  to  consider  on  the  Consent 
ilendar,  and  also  because  there  are  no 
departmental  reports,  I  ask  unanimous 
consent  that  the  bill  be  passed  over 
without  prejudice. 

The 'SPEAKER  pro  tempore.  Is  there 
objecting  to  the  request  of  the  gentle¬ 
man  froiAIowa? 

There  was  no  objection. 

Mr.  WOLVERTON.  Mr.  Speaker,  I 
urge  Memberk  of  the  House  to  give  fa¬ 
vorable  consideration  to  the  bill  H.  R. 
9048,  now  before /he  House. 

The  objective  orchis  bill  is  to  amend 
the  Public  Health  Service  Act  so  as  to 
improve  the  mental  ntealth  of  the  Nation 
through  grants  for  special  projects  to 
develop  improved  methods  of  care,  treat¬ 
ment,  and  rehabilitation  of  the  mentally 
ill.  What  could  be  more  appealing  than 
to  assist  in  the  adoption  oKlegislation 
that  has  such  a  worthy  as  weirds  neces¬ 
sary  objective. 

We  are  all  aware  of  the  exfitait  to 
which  mental  illness  handicaps  an\ver- 
increasing  portion  of  our  populanpn. 
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HIGHLIGHTS:  Senate  agreed  to\conference  report  on  Ip/erior  appropriation  bill. 

Ready  for  President.  Senate  agreed  to  conference  report  on  bill  adjusting  certain 
taxes  on  livestock.  Senate  Committee  reported  non^nation  of  Seaton  to  be  Secretary 
of  Interior.  Senate  passed  Labor IffiCW  and  D.  C.  Appropriation  bills.  Rep,  Edmondson 
criticized  proposed  administration  of  soil  bank/ act.  House  conferees  were  appointed 
on  road  bill.  House  passed  bill  to  simplify  accounting  and  payment  of  obligations 
methods.  House  passed  bill  authorizing\use  y6f  CCC  grain  to  control  water  fowl 
depredations.  House  Committee  reported  Sujderior  National  Forest  land  purchase  bill. 


b 


SENATE 


APPROPRIATIONS.  Agreed  to  ytie  conference  repor^  on  H,  R.  9390,  the  Interior 
Department  appropriation  bill  for  1957  (including  Forest  Service  items), 
p.  8568  This  bill  is  now  ready  for  the  Presidents 

Passed  with  amendjuents  H,  R.  10003,  the  D.  C.\ppropriation  bill  for 
1957*  Conferees  were' appointed,  pp.  8571,  72 

Passed  with  arr*pndments  H.  R,  9720,  the  Labor-HEW^appropriation  bill  for 
1957.  Conferees  were  appointed,  (pp,  8575,  8591)  The  cpmmittee  report  on 
this  bill  contains  the  following  statement:  "The  estimate  contained  a  request 
for  administrative  funds  in  connection  with  the  Departments  proposed  new 
program  for  the  development  of  agriculture's  human  r esources>  designed  as  a 
cooperative /program  with  the  Department  of  Agriculture.  Fund^were  denied  for 
the  purpose  in  the  summer  of  1955,  and  by  the  House  in  this  bil\.  No  more 
adequate/justification  has  been  offered  the  committee  than  that  given  last 
year,  and  consequently  no  funds  are  allowed  for  this  new  program, 

ytt  is  the  consensus  of  the  committee  that  this  is  a  program  for  which 
the  ^Department  of  Agricul  ure  has  primary  responsibility,  and  should  fchat 
Department  require  services  of  the  Department  of  Labor  as  described  in  the 
;timates,  then  the  Department  of  Agricul  ure  should  transfer  such  funds  \o 
jabor  for  such  services  as  it  may  be  called  upon  to  perform," 


2,  TAXATION.  Agreed  to  the  conference  report  on  H.  R,  61I4.3 >  to  repeal  the  tax 

onXlivestoek  sold  on  account  of  drought.  (See  Digest  91  for  provisions  of 
report.)  p.  8990 

3.  PROPERTY  LANDS*  Received  from  the  Justice  Department  a  report  of  the  Int^ 
departmental  Committee  for  the  Study  of  Jurisdiction  Over  Federal  Areas  ylthin 
the  States ;  to  Government  Operations  Committee*  p.  8919 

1*,  PERSONNEL*  The  Judiciary  Committee  reported  xd.th  amendment  S.  37k,  tri  provide 
for  extension^,  and  suspension  in  certain  cases,  of  statutes  of  limitation  on 
false  swearing\by  Government  employees  with  respect  to  subversive/activities 
and  connections  qJS,  Rept,  2112),  p*  8920 

Received  from  the  Jt.  Committee  on  Reduction  of  Nonessenti&l  Federal 
Expenditures  the  report  on  Federal  enplovment  and  pay  for  the/month  of  April 
1996.  p*  8921 

9,  SOCIAL  SECURITY,  The  Finance  Committee  reported  with  amendments  H.  R,  7229,  to 


extend  the  benefits  of  we  Social  Security  Act  (S.  Rept/ 2133).  p,  8920 

6,  NOMINATIONS,  The  Interior  ind  Insular  Affairs  Committee  reported  the  nominat:'  J 
of  Frederick  A.  Seaton  to  b\  Secretary  of  the  Interior,  p.  892U 

7,  FISHERIES*  Sen.  Payne  inserteckand  commented  on  a ifi  anno  ncement  issued  by  the 

Vhite  House  June  b  for  the  creation  of  a  Bureau/of  Fisheries  in  the  Department 
of  the  Interior,  p.  8929 

8,  LEGISLATIVE  PROGRAM,  Majority  Leader  Johnsoj/ announced  that  H.  R,  9936,  the 

general  Government  matters  appropriation  bill,  and  H.  R,  9739,  the  independent 
offices  appropriation  bill,  would  be  taken  up  today,  p.  8971 


9,  SOIL  BANK,  Rep,  Edmondson  expressec 
from  drought  and  flood  damage  migl; 
participation,  p.  8610 


'concernMLat  certain  farmers  suffering 
not  be  cdnsidered  eligible  for  soil  bank 


10*  ROADS,  Conferees  were  appointed  on  H.  R.  10660,  ^je  Federal  aid  roads  bill, 
p.  8610  Senate  conferees  we/e  appointed  on  May  2 


11,  RECORDS,  S.  236U,  to  clarify  GSA  authority  over  recoi 

over  at  the  request  of  R^p,  Cunningham,  p,  8611 
'*  . . — ■■  ■■ 


Is  management,  was  passed 


12,  ACCOUNTING.  Passed  with  amendment  H.  R,  9993,  to  improve  the  accounting  pro¬ 

cedure  of  the  Government  in  two  major  respects:  (l)  to  merge  all  prior-year 
obligated  balances  into  one  consolidated  account  for  the  same  general  purposes 
within  each  agency,  and  (2)  to  authorize  the  agencies  of  the  Government  to 
pay  those  bills  on  which  there  is  no  dispute  but  for  which  the  appropriations 
have  lapsed  and  make  them  chargeable  to  the  lapsed  appropriations  in  the  same 
manner  as  bills  nayable  from  currently  available  appropriations.  Agreed  to  a 
series  of  amendments,  bv  Rep.  Dax^son,  to  various  provisions  of  the  bill, 
p.  8611 

13,  GRAINS.  ^Passed  as  reported  H.  R.  761*1,  which  axxthorizes  the  Interior  D^partmsit 

to  requisition  from  CCC  such  wheat,  corn,  and  other  grains  as  CCC  certifies  to 
be  available  from  its  price-suj.port  inventories  for  the  purpose  of  feeding 
migj'atory  waterfowl  such  as  ducks  and  geese ;  provides  that  Interior  will  rteim- 
*se  CCC  for  expenses  of  packaging  and  transportation;  and  authorizes  appropri- 
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AND  MRS.  THOMAS  V.  COMPTON 

Mr.  FORRESTER.  Mr.  Speaker,  I'ask 
lanipious  consent  to  take  from/  the 
Speaker's  desk  the  bill  (H.  R.  186^)  for 
tnfe  relief  of  Mr.  and  Mrs.  Thomas  V. 
Compton,  with  a  Senate  amendment 
thereto,  and  concur  in  the  /Senate 
amendment. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amendment, 
as  follows:  j 

Page\2,  line  7,  strike  out  “in  Excess  of  10 
percent!  thereof.’’  f 

The  Speaker.  Is  there  Objection  to 
the  request  of  the  gentlemap  from  Geor¬ 
gia?  \  / 

There  Was  no  objection/ 

The  Sepate  amendment  was  concurred 
In. 

A  motioil  to  reconside/  was  laid  on  the 
table. 


MRS.  ELLA  MADDEN  AND  CLARENCE 

EN 

Mr.  FORRESTER/  Mr.  Speaker,  I  ask 
unanimous  cohsent  to  take  from  the 
Speaker’s  desk  the./ bill  (H.  R.  5237)  for 
the  relief  of  Mr^.  ^lla  Madden  and  Clar¬ 
ence  E.  Madden;, With  a  Senate  amend¬ 
ment  thereto,  ami  concur  in  the  Senate 
amendment. 

The  Clerk  realfci  tee  title  of  the  bill. 

The  Clerk  re§<d  tl\e  Senate  amendment, 
as  follows: 

Page  2,  lines/7  and  strike  out  “in  excess 
Of  10  percent  thereof.’ 

The  SPEAKER.  Is  there  objection  to 
the  request/of  the  gen\leman  from  Geor¬ 
gia? 

There  Was  no  objection 

The  Senate  amendment  was  concurred 
in. 

A  motion  to  reconsidei\was  laid  on  the 
table. 


CONSENT  CALEI 
Thte  SPEAKER.  This  is  ' 


)AR 

Consent  Cal¬ 
endar  day.  The  Clerk  will  ^all  the  first 
bill/on  the  Consent  Calenda 


TENDING  FEDERAL  PROPERTY 
’AND  ADMINISTRATIVE  SERVICES 
ACT  OF  1949,  AS  AMENDI 

The  Clerk  called  the  bill  (S.  2364)  to 
amend  the  Federal  Property  and  Admin¬ 
istrative  Services  Act  of  1949,  as  mnend- 
ed,  and  for  other  purposes. 

The  SPEAKER.  Is  there  objection  to 
the  present  consideration  of  the  bilfc 
Mr.  CUNNINGHAM.  Mr.  Speaker,  I 
ask  unanimous  consent  that  the  bi\.  be 
passed  over  without  prejudice. 

The  SPEAKER.  Is  there  objectiorito 
the  request  of  the  gentleman  fro 
Iowa? 

There  was  no  objection. 

SIMPLIFYING  ACCOUNTING,  FACILI¬ 
TATING  THE  PAYMENT  OF  OBLI¬ 
GATIONS,  ETC. 

The  Clerk  called  the  bill  (H.  R.  9593) 
to  simplify  accounting,  facilitate  the 
payment  of  obligations,  and  for  other 
purposes. 


There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc..  That,  except  as  other¬ 
wise  provided  by  law,  (a)  the  account  for 
each  appropriation  available  for  obligation 
for  a  definite  period  of  time  shall,  upon  the 
expiration  of  such  period,  be  closed  as  fol¬ 
lows: 

(1)  The  obligated  balance  shall  be  trans¬ 
ferred  to  an  appropriation  account  of  the 
activity  responsible  for  the  liquidation  of 
the  obligations,  in  which  account  shall  be 
merged  the  amounts  so  transferred  from  all 
appropriation  accounts  for  the  same  general 
purposes;  and 

(2)  The  remaining  balance  shall  be  with¬ 
drawn  and,  if  the  appropriation  was  derived 
in  whole  or  in  part  from  the  general  fund, 
shall  revert  to  such  fund,  but  if  the  appro¬ 
priation  was  derived  solely  from  a  special  or 
trust  fund,  shall  revert,  unless  otherwise 
provided  by  law,  to  the  fund  from  which 
derived. 

(b)  The  transfers  and  withdrawals  re¬ 
quired  by  subsection  (a)  of  this  section  shall 
be  made — 

(1)  not  later  than  September  30  of  the 
fiscal  year  immediately  following  the  fiscal 
year  in  which  the  period  of  availability  for 
obligation  expires,  in  the  case  of  an  appro¬ 
priation  available  both  for  obligation  and 
disbursement  on  or  after  the  date  of  ap¬ 
proval  of  this  tac;  or 

(2)  not  later  than  September  30  of  the 
fiscal  year  immediately  following  the  fiscal 
year  in  which  this  act  is  approved,  in  the 
case  of  an  appropriation  which,  on  the 
date  of  approval  of  this  act,  is  available  only 
for  disbursement. 

(c)  For  the  purposes  of  this  act,  the  ob¬ 
ligated  balance  of  an  appropriation  account 
shall  be  the  amount  of  unliquidated  obliga¬ 
tions  applicable  to  such  appropriation  less 
the  amount  collectible  as  repayments  to  the 
appropriation  as  of  the  close  of  the  fiscal 
year  as  reported  pursuant  to  section  1311 
(b)  of  the  Supplemental  Appropriation  Act, 
1955  (68  Stat.  830;  31  U.  S.  C.  200  (b) ) .  Col¬ 
lections  authorized  to  be  credited  to  an  ap¬ 
propriation  but  not  received  until  after  the 
close  of  the  fiscal  year  in  which  such  appro¬ 
priation  expires  for  obligation  shall,  unless 
otherwise  authorized  by  law,  be  credited  to 
the  appropriation  account  into  which  the 
obligated  balance  has  been  or  will  be  trans¬ 
ferred,  pursuant  to  subsection  (a)  (1),  ex¬ 
cept  that  collections  made  by  the  General 
Accounting  Office  for  other  Government 
agencies  may  be  deposted  into  the  Treasury 
as  miscellaneous  receipts. 

(d)  The  transfers  and  withdrawals  re¬ 

quired  pursuant  to  subsection  (a)  of  this 
section  shall  be  accounted  for  and  reported 
as  of  the  fiscal  year  in  which  the  appro¬ 
priations  concerned  expire  for  obligation, 
except  that  such  transfers  of  appopriations 
described  in  subsection  (b)  (2)  of  this 

section  shall  be  accounted  for  and  reported 
as  of  the  fiscal  year  in  which  this  act  is 
approved. 

Sec.  2.  Each  appropriation  account  estab¬ 
lished  pursuant  to  this  act  shall  be  ac¬ 
counted  for  as  one  fund  and  shall  be  avail¬ 
able  without  fiscal  year  limitation  for  pay¬ 
ment  of  obligations  chargeable  against  any 
of  the  appropriations  from  which  such  ac¬ 
count  was  derived.  Subject  to  regulations 
to  be  prescribed  by  the  Comptroller  General 
of  the  United  States,  payment  of  such  ob¬ 
ligations  may  be  made  without  prior  action 
by  the  General  Accounting  Office,  but  noth¬ 
ing  contained  in  this  act  shall  be  construed 
to  relieve  the  Comptroller  General  of  the 
United  States  of  his  duty  to  render  decisions 
upon  requests  made  pursuant  to  law  or  to 
abridge  the  existing  authority  of  the  Gen¬ 
eral  Accounting  Office  to  settle  and  adjust 
claims,  demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  estab¬ 
lished  pursuant  to  this  act  shall  be  reviewed 


periodically,  but  at  least  once  each  fiscal 
year,  by  each  activity  responsible  for  the 
liquidation  of  the  obligations  chargeable  to 
such  accounts.  If  the  undisbursed  balance 
in  any  account  exceeds  the  obligated  bal¬ 
ance  pertaining  thereto,  the  amount  of  the 
excess  shall  be  withdrawn  in  the  manner 
provided  by  section  1  (a)  (2)  of  this  act; 
but  if  the  obligated  balance  exceeds  the 
undisbursed  balance,  the  amount  of  the  ex¬ 
cess  shall  be  transferred  to  such  account 
from  the  appropriation  currently  available 
for  the  same  general  purposes.  A  review 
shall  be  made  as  of  the  close  of  each  fiscal 
year  and  the  transfers  or  withdrawals  re¬ 
quired  by  this  section  accomplished  not 
later  than  September  30  of  the  following 
fiscal  year,  but  the  transactions  shall  be 
accounted  for  and  reported  as  of  the  close 
of  the  fiscal  year  to  which  such  review  per¬ 
tains.  A  review  made  as  of  any  other  date 
for  which  transfers  or  withdrawals  are  ac¬ 
complished  after  September  30  in  any  fiscal 
year  shall  be  accounted  for  and  reported 
as  transactions  of  the  fiscal  year  in  which 
accomplished. 

(b)  Whenever  a  payment  chargeable  to  an 
appropriation  account  established  pursuant 
to  this  act  would  exceed  the  undisbursed 
balance  of  such  account,  the  amount  of  the 
deficiency  may  be  transferred  to  such  account 
from  the  appropriation  currently  available 
for  the  same  general  purposes.  Where  such 
deficiency  is  caused  by  the  failure  to  collect 
repayments  to  appropriations  merged  with 
the  appropriation  account  established  pur¬ 
suant  to  this  act,  the  amount  of  the  defi¬ 
ciency  may  be  returned  to  such  current  ap¬ 
propriation  if  the  repayments  are  subse¬ 
quently  collected  during  the  same  fiscal 
year. 

(c)  In  connection  with  his  audit  respon¬ 
sibilities,  the  Comptroller  General  of  the 
United  States  shall  report  to  the  head  of 
the  agency  concerned,  to  the  Secretary  of  the 
Treasury,  and  to  the  Director  of  the  Bureau 
of  the  Budget,  respecting  operations  under 
this  act,  including  an  appraisal  of  the  un¬ 
liquidated  obligations  under  the  appropria¬ 
tion  accounts  established  by  this  act. 
Within  30  days  after  receipt  of  such  report, 
the  agency  concerned  shall  accomplish  any 
actions  required  by  subsection  (a)  of  this 
section  which  such  report  shows  to  be  neces¬ 
sary. 

Sec.  4.  During  the  fiscal  year  following  the 
fiscal  year  in  which  this  act  becomes  effec¬ 
tive,  and  under  rules  and  regulations  to  be 
prescribed  by  the  Comptroller  General  of  the 
United  States,  the  undisbursed  balance  of 
the  appropriation  account  for  payment  of 
certified  claims  established  pursuant  to  sec¬ 
tion  2  of  the  act  of  July  6,  1949  (63  Stat.  407; 
31  U.  S.  C.  712b) ,  shall  be  closed  in  the  man¬ 
ner  provided  in  section  1  (a)  of  this  act. 

Sec.  5.  The  obligated  balances  of  appropri¬ 
ations  made  available  for  obligation  for  defi¬ 
nite  periods  of  time  under  discontinued  ap¬ 
propriation  heads  may  be  merged  in  the 
appropriation  accounts  provided  for  by  sec¬ 
tion  1  hereof,  or  in  one  or  more  other  ac¬ 
counts  to  be  established  pursuant  to  the  act 
for  discontinued  appropriations  of  the  ac¬ 
tivity  currently  responsible  for  the  liquida¬ 
tion  of  the  obligations. 

Sec.  6.  The  unobligated  balances  of  appro¬ 
priations  which  are  not  limited  to  a  definite 
period  of  time  shall  be  withdrawn  in  the 
manner  provided  in  section  1  (a)  (2)  of  this 
act  whenever  the  head  of  the  agency  con¬ 
cerned  shall  determine  that  the  purpose  for 
which  the  appropriation  was  made  has  been 
fulfilled  or  will  not  be  undertaken  or  con¬ 
tinued;  or,  in  any  event,  whenever  disburse¬ 
ments  have  not  been  made  against  the  appro¬ 
priation  for  two  full  consecutive  fiscal  years: 
Provided,  That  amounts  of  appropriations 
not  limited  to  a  definite  period  of  time  which 
are  withdrawn  pursuant  to  this  section  or 
where  heretofore  withdrawn  from  the  appro¬ 
priation  account  by  administrative  action 
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may  be  restored  to  the  applicable  appropri¬ 
ation  account  for  the  payment  of  obligations 
and  for  the  settlement  of  accounts. 

Sec.  7.  The  following  provisions  of  law  are 
hereby  repealed: 

(a)  The  proviso  under  the  heading  “Pay¬ 
ment  of  Certified  Claims’’  in  the  act  of  April 
25,  1945  (59  Stat.  90;  31  U.  S.  C.  690) ; 

(b)  Section  2  of  the  act  of  July  6,  1949  (63 
Stat.  407;  31  U.  S.  C.  712b) ,  but  the  repeal  of 
this  section  shall  not  be  effective  until  June 
30,  1957; 

(c)  The  paragraph  under  the  heading 
“Payment  of  Certified  Claims”  in  the  act  of 
June  30,  1949  (63  Stat.  358;  31  U.  S.  C.  712c) ; 

(d)  Section  5  of  the  act  of  March  3,  1875 
(18  Stat.  418;  31  U.  S.  C.  713a) ;  and 

(e)  Section  3691  of  the  Revised  Statutes, 
as  amended  (31  U.  S.  C.  715) . 

Sec.  8.  The  provisions  of  this  act  shall  not 
apply  to  the  appropriations  for  the  District 
of  Columbia. 

With  the  following  committee  amend¬ 
ment: 

Strike  out  all  after  the  enacting  clause 
and  insert  in  lieu  thereof  the  following: 
“That,  (a)  the  account  for  each  appropria¬ 
tion  available  for  obligation  for  a  definite 
period  of  time  shall,  upon  the  expiration  of 
such  period,  be  closed  as  follows: 

“(1)  The  obligated  balance  shall  be  trans¬ 
ferred  to  an  appropriation  account  of  the 
agency  or  subdivision  thereof  responsible  for 
the  liquidation  of  the  obligations,  in  which 
account  shall  be  merged  the  amounts  so 
transferred  from  all  appropriation  accounts 
for  the  same  general  purposes;  and 

“(2)  The  remaining  balance  shall  be  with¬ 
drawn  and,  if  the  appropriation  was  derived 
in  whole  or  in  part  from  the  general  fund, 
shall  revert  to  such  fund,  but  if  the  appro¬ 
priation  was  derived  solely  from  a  special  or 
trust  fund,  shall  revert,  unless  otherwise 
provided  by  law,  to  the  fund  from  which 
derived:  Provided,  That  when  it  is  deter¬ 
mined  necessary  by  the  head  of  the  agency 
concerned  that  a  portion  of  the  remaining 
balance  withdrawn  is  required  to  liquidate 
obligations  and  effect  adjustments,  such  por¬ 
tion  of  the  remaining  balance  may  be  re¬ 
stored  to  the  appropriate  accounts  estab¬ 
lished  pursuant  to  this  act:  Provided  further. 
That  prior  thereto  the  head  of  the  agency 
concerned  shall  make  such  report  with  re¬ 
spect  to  each  such  restoration  as  the  Direc¬ 
tor  of  the  Bureau  of  the  Budget  may  require. 

“(b)  The  transfers  and  withdrawals  re¬ 
quired  by  subsection  (a)  of  this  section  shall 
be  made— 

"(1)  not  later  than  September  30  of  the 
fiscal  year  immediately  following  the  fiscal 
year  in  which  the  period  of  availability  for 
obligation  expires,  in  the  case  of  an  appro¬ 
priation  available  both  for  obligation  and 
disbursement  on  or  after  the  date  of  approval 
of  this  act;  or 

(2)  not  later  than  September  30  of  the 
fiscal  year  immediately  following  the  fiscal 
year  in  which  this  act  is  approved,  in  the 
case  of  an  appropriation  which,  on  the  date 
of  approval  of  this  act,  is  available  only  for 
disbursement. 

"(c)  For  the  purposes  of  this  act,  the  ob¬ 
ligated  balance  of  an  appropriation  account 
as  of  the  close  of  the  fiscal  year  shall  be  the 
amount  of  unliquidated  obligations  appli¬ 
cable  to  such  appropriation  less  the  amount 
collectible  as  repayments  to  the  appropria¬ 
tion  as  reported  pursuant  to  section  1311 
(b)  of  the  Supplemental  Appropriation  Act, 
1955  (68  Stat.  830;  31  U.  S.  C.  200  (b) ).  Col¬ 
lections  authorized  to  be  credited  to  an  ap¬ 
propriation  but  not  received  until  after  the 
close  of  the  fiscal  year  in  which  such  appro¬ 
priation  expires  for  obligation  shall,  unless 
otherwise  authorized  by  law,  be  credited  to 
the  appropriation  account  into  which  the 
obligated  balance  has  been  or  will  be  trans¬ 
ferred.  pursuant  to  subsection  (a)  (1),  ex¬ 
cept  that  collections  made  by  the  General 


Accounting  Office  for  other  Government 
agencies  may  be  deposited  into  the  Treasury 
as  miscellaneous  receipts. 

"(d)  The  transfers  and  withdrawals  made 
pursuant  to  subsections  (a)  and  (b)  of  this 
section  shall  be  accounted  for  and  reported 
as  of  the  fiscal  year  in  which  the  appropria¬ 
tions  concerned  expire  for  obligation,  except 
that  such  transfers  of  appropriations  de¬ 
scribed  in  subsection  (b)  (2)  of  this  section 
shall  be  accounted  for  and  reported  as  of  the 
fiscal  year  in  which  this  act  is  approved. 

"Sec.  2.  Each  appropriation  account  estab¬ 
lished  pursuant  to  this  act  shall  be  accounted 
for  as  one  fund  and  shall  be  available  with¬ 
out  fiscal  year  limitation  for  payment  of  ob¬ 
ligations  chargeable  against  any  of  the  ap¬ 
propriations  from  which  such  account  was 
derived.  Subject  to  regulations  to  be  pre¬ 
scribed  by  the  Comptroller  General  of  the 
United  States,  payment  of  such  obligations 
may  be  made  without  prior  action  by  the 
General  Accounting  Office,  but  nothing  con¬ 
tained  in  this  act  shall  be  construed  to  re¬ 
lieve  the  Comptroller  General  of  the  United 
States  of  his  duty  to  render  decisions  upon 
requests  made  pursuant  to  law  or  to  abridge 
the  existing  authority  of  the  General  Ac¬ 
counting  Office  to  settle  and  adjust  claims, 
demands,  and  accounts. 

"Sec.  3.  (a)  Appropriation  accounts  es¬ 
tablished  pursuant  to  this  act  shall  be  re¬ 
viewed  periodically,  but  at  least  once  each 
fiscal  year,  by  each  agency  concerned.  If  the 
undisbursed  balance  in  any  account  exceeds 
the  obligated  balance  pertaining  thereto,  the 
amount  of  the  excess  shall  be  withdrawn  in 
the  manner  provided  by  section  1  (a)  (2)  of 
this  act;  but  if  the  obligated  balance  exceeds 
the  undisbursed  balance,  the  amount  of  the 
excess  may  be  transferred  to  such  account 
from  the  appropriation  currently  available 
for  the  same  general  purposes.  A  review 
shall  be  made  as  of  the  close  of  each  fiscal 
year  and  the  transfers  or  withdrawals  re¬ 
quired  by  this  section  accomplished  not  later 
than  September  30  of  the  following  fiscal 
year,  but  the  transactions  shall  be  accounted 
for  and  reported  as  of  the  close  of  the  fiscal 
year  to  which  such  review  pertains.  A  re¬ 
view  made  as  of  any  other  date  for  which 
transfers  or  withdrawals  are  accomplished 
after  September  30  in  any  fiscal  year  shall 
be  accounted  for  and  reported  as  transactions 
of  the  fiscal  year  in  which  accomplished. 

"(b)  Whenever  a  payment  chargeable  to 
an  appropriation  account  established  pur¬ 
suant  to  this  act  would  exceed  the  undis¬ 
bursed  balance  of  such  account,  the  amount 
of  the  deficiency  may  be  transferred  to  such 
account  from  the  appropriation  currently 
available  for  the  same  general  purposes. 
Where  such  deficiency  is  caused  by  the  fail¬ 
ure  to  collect  repayments  to  appropriations 
merged  with  the  appropriation  account  es¬ 
tablished  pursuant  to  this  act,  the  amount 
of  the  deficiency  may  be  returned  to  such 
current  appropriation  if  the  repayments  are 
subsequently  collected  during  the  same  fiscal 
year. 

“(c)  In  connection  with  his  audit  respon¬ 
sibilities,  the  Comptroller  General  of  the 
United  States  shall  report  to  the  head  of 
the  agency  concerned,  to  the  Secretary  of  the 
Treasury,  and  to  the  Director  of  the  Bureau 
of  the  Budget,  respecting  operations  under 
this  act,  including  an  appraisal  of  the  un¬ 
liquidated  obligations  under  the  appropria¬ 
tion  accounts  established  by  this  act.  With¬ 
in  30  days  after  receipt  of  such  report,  the 
agency  concerned  shall  accomplish  any  ac¬ 
tions  required  by  subsection  (a)  of  this  sec¬ 
tion  which  such  report  shows  to  be  necessary. 

"Sec.  4.  During  the  fiscal  year  following 
the  fiscal  year  in  which  this  act  becomes 
effective,  and  under  rules  and  regulations  to 
be  prescribed  by  the  Comptroller  General  of 
the  United  States,  the  undisbursed  balance 
of  the  appropriation  account  for  payment  of. 
certified  claims  established  pursuant  to  sec¬ 
tion  2  of  the  act  of  July  6,  1949  (  63  Stat.  407; 


31  U.  S.  C.  712b) ,  shall  be  closed  in  the  man¬ 
ner  provided  in  section  1  (a)  of  this  act. 

"Sec.  5.  The  obligated  balances  of  appro¬ 
priations  made  available  for  obligation  for 
definite  periods  of  time  under  discontinued 
appropriation  heads  may  be  merged  in  the 
appropriation  accounts  provided  for  by  sec¬ 
tion  1  hereof,  or  in  one  or  more  other  ac¬ 
counts  to  be  established  pursuant  to  this  act 
for  discontinued  appropriations  of  the  agen¬ 
cy  or  subdivision  thereof  currently  responsi¬ 
ble  for  the  liquidation  of  the  obligations. 

"Sec.  6.  The  unobligated  balances  of  ap¬ 
propriations  which  are  not  limited  to  a 
definite  period  of  time  shall  be  withdrawn 
in  the  manner  provided  in  section  1  (a)  (2) 
of  this  act  whenever  the  head  of  the  agency 
concerned  shall  determine  that  the  purposes 
for  which  the  appropriation  was  made  'has 
been  fulfilled,  in  any  event,  whenever 
disbursements  have  not  been  made  against 
the  appropriation  for  two  full  consecutive 
fiscal  years:  Provided,  That  amounts  of  ap- 
propirations  not  limited  to  a  definite  period 
of  time  which  are  withdrawn  pursuant  to 
this  section  or  were  heretofore  withdrawn 
from  the  appropriation  account  by  adminis¬ 
trative  action  may  be  restored  to  the  appli¬ 
cable  appropriation  account  for  the  payment 
of  obligations  and  for  the  settlement  of  ac¬ 
counts. 

"Sec.  7.  The  following  provisions  of  law  are 
hereby  repealed :  . 

“(a)  The  proviso  under  the  heading  ‘Pay¬ 
ment  of  Certified  Claims’  in  the  act  of  April 
25,  1945  (59  Stat.  90;  31  U.  S.  C.  690); 

“(b)  Section  2  of  the  act  of  July  6,  1949 
(63  Stat.  407;  31  U.  S.  C.  712b),  but  the  re¬ 
peal  of  this  section  shall  not  be  effective  un¬ 
til  June  30,  1957; 

"(c)  The  paragraph  under  the  heading 
‘Payment  of  Certified  Claims’  in  the  act  of 
June  30,  1949  (63  Stat.  358;  31  U.  S.  C.  712c); 

"(d)  Section  5  of  the  act  of  March  3,  1875 
(18  Stat.  418;  31  U.  S.  C.  713a);  and 

“(e)  Section  3691  of  the  Revised  Statutes, 
as  amended  (31  U.  S.  C.  715). 

"(f)  Any  provisions  (except  those  con¬ 
tained  in  appropriation  acts  for  the  fiscal 
years  1956  and  1957)  permitting  an  appro¬ 
priation  to  remain  available  for  expenditure 
for  any  period  beyond  that  for  which  it  is 
available  for  obligation,  but  this  subsection 
shall  not  be  effective  until  June  30,  1957. 

"Sec.  8.  The  proivsions  of  this  act  shall 
not  apply  to  the  appropriations  for  the  Dis¬ 
trict  of  Columbia. 

"Sec.  9.  The  inclusion  in  appropiration  acts 
of  provisions  excepting  any  appropriation  or 
appropriations  from  the  operation  of  the 
provisions  of  this  act  and  fixing  the  period 
for  which  such  appropriation  or  appropria¬ 
tions  shall  remain  available  for  expenditure 
is  hereby  authorized.” 

Mr.  DAWSON  of  Illinois.  Mr.  Speak¬ 
er,  I  offer  an  amendment  to  the  com¬ 
mittee  amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Dawson  of  Illi¬ 
nois  to  the  committee  amendment: 

Page  7,  lines  19  and  20,  strike  ",  upon 
the  expiration  of  such  period.”  Line  21,  in¬ 
sert  immediately  after  "(1)”  the  following: 
"On  June  30  of  the  second  full  fiscal  year 
following  the  fiscal  year  or  years  for  which 
the  appropriation  is  available  for  obliga¬ 
tion,”  and  substitute  "the”  for  "The.” 

Page  8,  line  3,  strike  “The  remaining”  and 
yjsert  in  lieu  thereof  “Upon  the  expiration 
of  the  period  of  availability  for  obligation, 
the  unobligated.”  Line  10,  strike  “remain¬ 
ing”  and  insert  in  lieu  thereof  "unobligated.” 
Lines  11  and  12,  strike  “remaining”  and  in¬ 
sert  in  lieu  thereof  “unobligated.”  Lines  12 
and  13,  strike  "established  pursuant  to  this 
act.”  Line  17,  strike  “transfers  and.”  Line 
18,  insert  "(2)”  immediately  following  "(a) .” 

Page  9,  lines  9  to  11,  strike  "as  reported 
pursuant  to  section  1311  (b)  of  the  Supple- 
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mental  Appropriation  Act,  1955  (68  Stat. 
830;  31  U.  S.  C.  200  (b) ).”  and  insert  in  lieu 
thereof  the  unobligated  balance  shall 
represent  the  difference  between  the  obli¬ 
gated  balance  reported  pursuant  to  section 
1311  (b)  of  the  Supplemental  Appropriation 
Act,  1955  (68  Stat.  830;  31  U.  S.  C.  200  (b)), 
and  the  total  unexpended  balance.”  Lines 
13  to  17,  strike  “close  of  the  fiscal  year  in 
which  such  appropriation  expires  for  obli¬ 
gation  shall,  unless  otherwise  authorized  by 
law,  be  credited  to  the  appropriation  account 
into  which  the  obligated  balance  has  been 
or  will  be  transferred,  pursuant  to  subsec¬ 
tion  (a)  (1)”  and  insert  in  lieu  thereof 

“transfer  of  the  obligated  appropriation  bal¬ 
ance  as  required  by  subsection  (a)  (1)  of 
this  act,  shall,  unless  otherwise  authorized 
by  law,  be  credited  to  the  account  into 
which  the  obligated  balance  has  been  tram 
ferred.”  Line  17,  insert  “any”  immediatel; 
following  “that”  and  substitute  “collection 
for  “collections.”  Line  20,  strike  ‘‘transfers 
and.”  Line  21,  substitute  “subsection  (a) 
(2)”  for  “subsections  (a)  and  (b).” 

Page  9,  lines  23  and  24,  substitute  a  period 
for  the  comma.  Strike  “except  that  such 
transfers  of  appropriations”  and  insert  in  lieu 
thereof  “The  withdrawals.” 

Page  10,  lines  23  to  25,  strike  “may  be  trans¬ 
ferred  to  such  account  from  the  appropriation 
currently  available  for  the  same  general  pur¬ 
poses”  and  insert  in  lieu  thereof  ",  not  to  ex¬ 
ceed  the  remaining  unobligated  balances  of 
the  appropriations  available  for  the  same 
general  purposes,  may  be  restored  to  such 
account.” 

Page  11,  line  1,  substitute  "restorations” 
for  “transfers.”  Line  2,  insert  after  “re¬ 
quired”  the  words  “or  authorized.”  Line  6. 
substitute  “restorations”  for  “transfers.” 
Line  9,  substitute  a  colon  for  the  period  and 
add  the  following:  “Provided,  That  prior  to 
any  restoration  under  this  subsection  the 
head  of  the  agepcy  concerned  shall  make 
such  report  with  respect  thereto  as  the  Di¬ 
rector  of  the  Bureau  of  the  Budget  may  re¬ 
quire.”  Lines  10  through  20,  strike  all  of 
subsection  (b).  Line  21,  renumber  subsec¬ 
tion  “(c)”  to  “(b).” 

Page  12,  line  9,  substitute  “obligated”  for 
“undisbursed.”  Lines  12  and  13,  strike  “closed 
in  the  manner  provided  in  section  1  (a)  of 
this  act”  and  insert  in  lieu  thereof  “trans¬ 
ferred  to  the  related  appropriation  accounts 
established  pursuant  to  this  act  and  the  un¬ 
obligated  balance  shall  be  withdrawn.”  Line 
16.  insert  after  “may”  the  following:  “.upon 
the  expiration  of  the  second  full  fiscal  year 
)  following  the  fiscal  year  or  years  for  which 
such  appropriations  are  available  for  obliga¬ 
tion.” 

Page  14,  lines  2  and  3,  strike  "to  remain 
available  for  expenditure  for  any  period  be¬ 
yond  that  for  which  it  is  available  for  obliga¬ 
tion”  and  insert  in  lieu  thereof  “which  is 
limited  for  obligation  to  a  definite  period  of 
time  to  remain  available  for  expenditure  for 
more  than  the  2  succeeding  full  fiscal  years.” 

Page  14,  line  6,  strike  the  period  after  Co¬ 
lumbia  and  add  the  following:  “or  appropria¬ 
tions  to  be  disbursed  by  the  Secretary  of  the 
Senate  or  the  Clerk  of  the  House  of  Repre¬ 
sentatives.” 

The  amendment  to  the  committee 
amendment  was  agreed  to. 

The  committee  amendment,  as 
amended,  was  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


AMENDING  THE  RGbLIC  HEALTH 
SERVICE  ACT  Tp  PROVIDE  MEN¬ 
TAL  HEALTH  S7TJDY  GRANTS 

The  Clerk  called  the  bill  (H.  R.  9048) 
to  amend  the  Rnblic  Health  Service  Act 
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so  as  to  improve  the  mental  health  of 
the  Nation  through  grants  for  special 
projects  to  develop  improved  methods  of 
care,  treatment,  and  rehabilitation  of 
the  mentally  ill. 

The  SPEAKER.  Is  there  objection  to 
the  present  consideration  of  the  bill? 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  I  ask  unanimous  consent  that 
the  bill  be  passed  over  without  preju¬ 
dice. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Wis¬ 
consin? 

There  was  no  objection. 


NATIONAL  HEALTH  SURVEY  ACT 

The  Clerk  called  the  bill  (S.  3076)  to 
ovide  for  a  continuing  survey  and  spe- 
studies  of  sickness  and  disability  in 
th<kUnited  States,  and  for  periodic  re- 
portk  of  the  results  thereof,  and  for 
other 'purposes . 

The  l^PEAKER.  Is  there  objection  to 
the  present  consideration  of  the  bill? 

Mr.  BYRNES  of  Wisconsin.  Mr. 
Speaker,  l\sk  unanimous  consent  that 
the  bill  be  passed  over  without  preju¬ 
dice. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  tlie  gentleman  from  Wis¬ 
consin?  \ 

There  was  no  objection. 


SETTLEMENT  OP  CERTAIN  CLAIMS 

OF  UINTAH  AND  WHITE  I/tVER 

BANDS  OP  UTE  INDIANS 

The  Clerk  called  the  bill 7663) 
to  provide  for  settlement  in  n&rt  of  cer¬ 
tain  claims  of  the  Uintah,-' and  White 
River  Bands  of  Ute  Indians  in  Court  of 
Claims  case  No.  47568,  through  restora¬ 
tion  of  subsurface  right/m  certain  lands 
formerly  a  part  of  the  Uintah  Indian 
Reservation.  / 

There  being  nonobjection,  the  Clerl 
read  the  bill,  as  follows: 

Be  it  enacted,  (ftc.,  That  after  acceptance 
by  the  Ute  Indiam  Tribe  of  the  Uintah  and 
Ouray  Reservatibn,  in  Utah,  of  the  provisions 
of  this  act  and  the  filing  by  the  Uintah  and 
White  River/  Bands  of  Ute  Indians  of  an 
amendmen/  to  the  petition  in  Court  of 
Claims  c;y!e  No.  47568,  as  provided  in  section 
5  hereof/all  right,  title,  and  interest  in  and 
to  the  Subsurface,  including  mineral  and  oil 
and  aas  resources,  of  the  land  described  in 
section  6,  shall  be  restored  to  tribal  owner¬ 
ship  and  vested  in  the  Ute  Indian  Tribe  of 
the  Uintah  and  Ouray  Reservation  in  Utah, 
ralid  oil  and  gas  leases  outstanding  on  this 
fland  as  of  the  effective  date  of  this  act  shall 
continue  in  force  and  effect  according  to 
their  terms,  but  any  extension  or  renewal 
thereof,  except  as  required  by  the  terms  of 
said  leases,  shall  be  subject  to  the  approval 
of  the  Ute  Indian  Tribe  of  the  Uintah  and 
Ouray  Reservation,  and  all  rentals,  royalties, 
or  other  payments  received  by  the  United 
States  under  or  on  account  of  such  leases 
after  the  effective  date  of  this  act  shall  be 
deposited  into  the  Treasury  of  the  United 
States  to  the  credit  of  the  Ute  Indian  Tribe 
of  the  Uintah  and  Ouray  Reservations,  in 
Utah,  pursuant  to  the  provisions  of  the  act 
of  May  17,  1926  (44  Stat.  560) ,  as  amended 
(25  U.  S.  C.,  sec.  155) ,  and  shall  be  available 
for  such  purposes  as  may  be  designated  by 
the  Uintah  and  Ouray  Tribal  Business  Com¬ 
mittee  and  approved  by  the  Secretary  of  the 
Interior.  Upon  the  lapse,  surrender,  expira¬ 
tion,  or  termination  of  any  such  lease,  the 


subsurface  rights  covered  thereby  shall  be 
vested  in  the  Ute  Indian  Tribe  of  the  Uintah 
and  Ouray  Reservation,  in  Utah,  in  accord¬ 
ance  with  the  terms  of  this  act.  / 

Sec.  2.  The  Ute  Indian  Tribe  of  the  Uintah 
and  Ouray  Reservation,  in  Utah,  may  pros¬ 
pect,  mine,  drill,  remove,  process,  or  other¬ 
wise  exploit  any  or  all  of  the  subsurface 
mineral  and  oil  and  gas  resources  of  tile  land, 
described  in  section  6  of  this  act  that  are  not 
covered  by  valid  leases,  locations/ or  other 
claims  as  of  the  effective  date  m  this  act; 
may  sell  or  otherwise  dispose  of  any  or  all 
of  the  production  obtained  th/ough  the  ex¬ 
ploitation  of  such  resources/by  said  tribe; 
and  may  issue  leases  or  perpsits  for  the  pros¬ 
pecting,  mining,  drilling,  removal,  or  process¬ 
ing  of  such  resources.  Eaeh  such  action  shall 
be  in  accordance  with  the  provisions  of  law 
and  of  the  constitution,  bylaws,  and  corpo¬ 
rate  charter  of  said'  tribe,  that  would  be 
applicable  to  the  taking  of  like  action  with 
respect  to  mineral  resources  within  the 
Uintah  and  Ouray  Reservation.  Any  opera¬ 
tions  conducted^ pursuant  to  this  section  or 
under  a  lease /or  permit  issued  pursuant  to 
this  section  §fiall  also  be  subject  to  the  direc¬ 
tion  and  control  of  the  Secretary  of  Agricul¬ 
ture  to  tlye  extent  provided  in  section  3  of 
this  act./  The  mineral  resources  of  the  land 
describ/d  in  section  6  shall  not  be  subject  to 
disposition  otherwise  than  as  provided  in  this 
section,  except  in  pursuance  of  valid  leases, 
loc/tions,  or  other  claims  existing  at  the 
tirhe  this  act  becomes  effective  and  there¬ 
after  maintained  in  compliance  with  the 
Taws  under  which  the  same  were  initiated. 

Sec.  3.  The  term  “direction  and  control  of 
the  Secretary  of  Agriculture”  as  used  herein 
means  such  administrative  supervision  by 
the  Secretary  of  Agriculture  as  is  reason¬ 
ably  necessary  to  prevent  serious  injury  to 
the  surface  rseources  of  the  land  described 
in  section  6,  or  the  adjoining  lands  of  the 
Uintah  National  Forest,  but  shall  not  be  con¬ 
strued  to  prohibit  the  use  of  the  surface,, 
under  accepted  engineering  or  mining  stand¬ 
ards,  for  prospecting,  mining,  drilling,  and 
removing  subsurface  resources,  including 
(but  without  limitation  to)  installation  and 
operation  of  mining,  drilling,  or  pumping 
equipment  and  machinery,  building  and 
maintaining  roadways,  and  free  ingress  and 
egress  for  prospecting,  exploiting,  and  re¬ 
moving  such  surface  resources  to  market. 

Sec.  4.  The  benefits  herein  granted  to  the 
Tte  Indian  Tribe  of  the  Uintah  and  Ouray 
‘  eservation,  in  Utah,  shall  be  in  partial  set¬ 
tlement  of  the  claims  of  the  Uintah  and 
White  River  Bands  of  the  Ute  Indians  pend¬ 
ing  before  the  Court  of  Claims  in  docket 
numbeyed  47568,  and  upon  acceptance,  as 
provideckin  section  5,  shall  have  the  effect  of 
releasing\he  United  States  from  any  claimed 
liability  fok  the  payment  of  such  damages  as 
might  be  foased  upon  the  subsurface  re¬ 
sources  or  value  thereof  attributable  to  the 
lands  which  ate  the  subject  matter  of  that 
said  action.  Any,  jurisdiction  of  the  Court  of 
Claims  to  make  aii  award  of  damages  includ¬ 
ing  or  based  upon  subsurface  values  in  dock¬ 
et  No.  47568  shall  foe  withdrawn  upon  this 
act’s  taking  effect  as\provided  in  section  5, 
and  jurisdiction  of  the  Court  of  Claims  in 
docket  No.  47568  shall  thereafter  be  contin¬ 
ued  only  as  to  a  claim  for\just  compensation 
based  upon  the  value  of  tiffs  surface  rights  of 
the  lands  which  are  the  subject  of  that  ac¬ 
tion:  Provided,  That  the  standard  of  liability 
and  measure  of  damages  in  such  action  shall 
in  all  other  respects  be  determined  by  the 
provisions  of  the  Ute  Jurisdictional  Act  of 
June  28,  1938  (52  Stat.  1209),  as  anfended  by 
the  acts  of  July  15,  1941  (55  Stat.  598),  June 
22,  1943  (57  Stat.  160),  June  11,  1946  (60  Stat. 
255),  and  sections  1,  2,  11,  and  25  of  the  act 
of  August  13,  1946  (60  Stat.  1049),  ej^ept 
that  any  money  heretofore  received  by  the 
United  States,  for  or  on  account  of  the  pa\ 
enting  or  other  disposition,  without  reserva-. 
tion  of  mineral  rights,  of  any  of  the  land  cov-  V 
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ersd  by  the  claim,  and  paid  over  to  or  expend¬ 
ed  for  the  benefit  of  the  Uintah  and  White 
RivefSBands  shall  be  deemed  to  be  in  lieu  of 
compe fixation  for  the  subsurface  values  thus 
disposeaSpf  and  shall  not  be  allowed  as  a  pay¬ 
ment  onCie  claim  or  an  offset  against  any 
recovery  which  may  be  awarded  as  compensa¬ 
tion  for  the  Surface  rights. 

Sec.  5.  This\ct  shall  not  become  effective 
unless  and  unti\(l)  the  Ute  Indian  Tribe  of 
the  Uintah  and  betray  Reservation,  in  Utah, 
accepts  its  provisions,  in  such  manner  as  may 
be  designated  by  th\  Secretary  of  the  Inte¬ 
rior,  within  1  year  aftftr  the  approval  hereof; 
(2)  the  Uintah  and  White  River  Bands  pre¬ 
sent  to  the  Secretary  of  t\e  Interior  a  release, 
satisfactory  to  him,  of  any\laims  they  might 
have  because  the  Uncompaligre  Utes  are  per¬ 
mitted  to  share  in  the  benefits  of  this  act; 
and  (3)  an  amendment  to  the  petition  in 
docket  No.  47568  is  filed  with  tbe  Court  of 
Claims  limiting  the  prayer  for  relief  as  to  the 
claim  presently  stated  therein  to  jifst  com¬ 
pensation  based  upon  the  value  of  Ssurface 
rights  only,  in  accordance  with  section  4 
hereof.  Such  amendment  when  filed  shall 
relate  back  to  the  date  of  filing  of  the  oogi 
nal  petition  in  docket  No.  47568. 

Sec.  6.  The  land  covered  by  this  act  is  tha 
portion  of  the  one  million  and  ten  thousand 
acres  of  the  former  Uintah  Reservation  added 
to  the  Uintah  National  Forest  by  Executive 
order  dated  July  14,  1905  (34  Stat.  3116), 
which  was  not  included  for  payment  in  the 
act  of  February  13,  1931  (46  Stat.  1092) ,  hav¬ 
ing  been  separately  classified  therein  as  coal 
lands  and  described  as  comprising  thirty-six 
thousand  two  hundred  and  thirty-three 
acres;  excluding,  however,  such  portions 
thereof  as  having  been  patented  or  otherwise 
disposed  of  into  private  ownership  without 
reservation  of  mineral  rights  as  of  the  effec¬ 
tive  date  of  this  act;  the  said  area  being  more 
particularly  described  as  follows: 

Township  1  south,  range  8  west,  Uintah 
meridian,  Utah;  North  half,  and  the  north 
half  of  the  south  half  of  section  16;  section 
17;  lots  2,  3,  and  4,  and  the  southeast  quarter 
of  the  northwest  quarter,  and  the  east  half 
of  the  southwest  quarter,  and  the  northeast 
quarter  of  the  northeast  quarter,  and  the 
south  half  of  the  northeast  quarter,  and  the 
southeast  quarter  of  section  18;  lot  1,  and  the 
northeast  quarter  of  the  northwest  quarter, 
and  the  north  half  of  the  northeast  quarter 
of  section  19. 

Township  1  south,  range  9  west,  Uintah 
meridian,  Utah:  Southeast  quarter  of  the 
northeast  quarter  and  the  half  of  section  13 
south  half  of  the  south  half  of  section  14 
south  half  of  the  south  half  of  section  15 
the  northwest  quarter  of  the  southwest  quar¬ 
ter,  and  the  south  half  of  the  south  half  of 
section  16;  southwest  quarter  of  the  north-/ 
east  quarter,  and  the  south  half  of  the  north/ 
west  quarter,  and  the  south  half  of  section 
17;  section  18;  lots  1,  3,  and  4,  and  the  north¬ 
east  quarter  of  the  northwest  quarter/'  and 
the  east  half  of  the  southwest  quarter,  and 
the  north  half  of  the  northeast  quarter,  and 
the  southeast  quarter  of  section  10;  section 
20;  section  21;  section  22;  sectior/23;  north 
half  and  the  southwest  quarter,  and  the 
northwest  quarter  of  the  southeast  quarter  of 
section  24;  the  northwest  Quarter  of  the 
northwest  quarter  of  section  25;  the  north 
half  of  section  26;  north  half  of  section  27; 
the  north  half  of  section-' 28;  the  north  half 
and  the  east  half  of  the  southwest  quarter 
and  the  north  half  of/the  southeast  quarter 
of  section  29;  lots  1/2,  and  3,  and  the  east 
half  of  the  northwest  quarter,  and  the  north¬ 
east  quarter  of  section  30. 

Township  1  south,  range  10  west,  Uintah 
meridian,  Utah:';  The  south  half  of  the  south 
half  of  sectiorf  10;  the  south  half  of  the  south 
half  of  section  11;  the  south  half  of  the  south 
half  of  section  12;  section  13;  section  14;  sec¬ 
tion  15;  section  16;  the  northeast  quarter  and 
south  half  of  the  northwest  quarter,  and  the 
south^malf  of  section  17;  the  southeast  quar¬ 


ter  of  the  northeast  quarter,  and  the  south¬ 
east  quarter  of  the  southwest  quarter,  and 
the  southeast  quarter  of  section  18;  section 
19;  section  20;  section  21;  section  22;  section 
23;  section  24;  the  north  half  and  the  north 
half  of  the  south  half  of  section  25;  section 
26;  section  27;  section  28;  section  29;  the  east 
half  and  lots  1,  2,  3,  and  4,  and  the  east  half 
of  the  west  half  of  section  30;  lots  1,  2,  3,  and 
4,  and  the  east  half  of  the  west  half  and  the 
east  half  of  section  31;  section  32;  the  north 
half  and  the  north  half  of  the  southwest 
quarter  of  section  33;  and  the  northeast 
quarter  of  the  northeast  quarter,  and  the 
west  half  of  the  northeast  quarter,  and  the 
northwest  quarter  of  section  34;  the  north 
half  of  the  north  half  of  section  35. 

Township  1  south,  range  11  west,  Uintah 
meridian,  Utah:  Lots  1,  2,  3,  and  4,  and  the 
east  half  of  the  west  half,  and  the  southeast 
quarter  of  section  18;  section  19;  the  north¬ 
west  quarter  of  the  northwest  quarter  and 
the  south  half  of  the  northwest  quarter  and 
the  southwest  quarter  and  the  west  half  of 
the  southeast  quarter  of  section  20;  the  east 
half  and  the  east  half  of  the  northwest  quar¬ 
ter  and  the  northeast  quarter  of  the  south¬ 
west  quarter  of  section  25;  the  west  half  of 
the  southwest  quarter  and  the  southeast 
^quarter  of  the  southwest  quarter  and  the 


section  10  of  the  act  of  August  27,  1954, 
Stat.  868).” 

Page  2,  line  25,  strike  the  word  "subsur¬ 
face.” 

Page  4,  strike  all  of  lines  4  to  9  Uffclusive 
and  insert  in  lieu  “or  mining  standards,  for 
installation  of  mining  equipment  dr  machin¬ 
ery,  building  and  maintaining  roadways,  free 
ingress  and  egress  for  mining  and  removal  of 
subsurface  resources  to  marked  and  the  min¬ 
ing  and  removal  of  subsurface  resources,  in¬ 
cluding  the  sinking  of  shafts,  driving  tunnels 
or  other  standard  mining  methods,  except 
that  strip  or  hydraulic  /riming  shall  be  per¬ 
mitted  only  if,  and  Under  conditions,  ap¬ 
proved  by  the  Secretary  of  Agriculture.” 

Page  4,  line  17,  strike  the  word  “subsurface” 
and  insert  the  words  "mineral  and  oil  and 
gas.”  / 

Page  4,  line  £1,  strike  the  word  "subsur¬ 
face”  and  ins/rt  the  words  “mineral  and  oil 
and  gas.” 

Page  6,  lihe  8,  add  the  following  sentence: 
"Upon  the  approval  of  this  act,  and  pending 
acceptance  or  rejection  of  its  provisions  by 
the  Ip'dians  as  provided  herein,  the  land 
described  in  section  6  shall  be  withdrawn 
from  lease,  location,  entry  or  any  form  of  dis¬ 
position  under  the  public  land  laws  except 
disposition  pursuant  to  valid  leases,  loca- 


mthwest  quarter  of  the  southeast  quarter,  /tions,  or  other  claims  that  are  outstanding 
orysection  28;  section  29;  section  30;  the/''  as  of  the  date  of  approval  of  this  act  and 
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northeast  quarter,  and  lots  1,  2,  3,  and  4,  and 
the  eHst  half  of  the  west  half,  and  the  south¬ 
east  qharter  of  section  31;  section  32, -/sec¬ 
tion  33; 'section  34;  the  west  half  of  s/ction 
35;  the  northeast  quarter  and  the  edst  half 
of  the  southeast  quarter  of  section  36. 

Township  \  south,  range  12  w est,  Uintah 
meridian,  Utah;  Lots  1,  2,  3,  ancr4,  and  the 
south  half  of  Ne  south  half  of  section  12; 
section  13;  sectio\_24;  the  northeast  quarter, 
and  the  northwest\quarter  pf  the  southeast 
quarter  of  section  25y 

Township  2  south,* 
meridian,  Utah:  Sectior 
6;  section  7;  section  8/t 

Township  2  southyra__ 
meridian,  Utah:  Lqts  3  anc 
lots  1,  2,  3,  and  4yand  the 
north  half  and  J/he  south 
lots  1,  2,  3,  anq-‘4,  and  the  soutlhhalf  of  the 
north  half  ana  the  south  half  of  section  4. 

Sec.  7.  This  act  is  for  the  purpose  af  effect¬ 
ing  partial/settlement  of  the  claims  asserted 
by  the  Uintah  and  White  River  Bands  of  Ute 
Indians/against  the  United  States  in  Court  of 

Claims-  case  No.  47568  and  shall  not  be _ 

strued  as  giving  recognition  to  any  rights  ot 
title  of  the  Uintah,  White  River,  or  Uncom-' 
pa-bare  Bands  of  Ute  Indians  except  as  pro¬ 
vided  for  in  this  act. 

With  the  following  committee  amend¬ 
ments  : 

Page  1,  strike  all  of  line  9  and  insert  the 
words  “mineral  and  oil  and  gas  resources  of.” 

Page  2,  line  2,  following  the  words  “in  the” 
insert  the  words  “United  States  in  trust  for 
the.” 

Page  2,  strike  all  of  lines  3  to  9  inclusive 
and  insert  in  lieu  thereof  “and  Ouray  Reser¬ 
vation  in  Utah,  subject  to  valid  leases,  loca¬ 
tions,  or  other  claims  that  are  outstanding 
as  of  the  effective  date  of  this  act  and  that 
are  thereafter  maintained  in  compliance  with 
the  laws  under  which  they  were  initiated,  and 
all  rentals,  royalties,  or  other  payments.” 

Page  2,  strike  all  of  lines  16  to  22  inclusive 
and  insert  in  lieu  thereof  “shall  be  subject 
to  division  between  the  fullblood  and  the 
mixed-blood  groups,  and  shall  be  available 
for  advance  or  expenditure,  in  accordance 
with  the  provisions  of  sections  10  and  11  of 
the  act  of  August  27,  1954  (68  Stat.  868).” 

Page  2,  line  24,  following  the  word  “Utah,” 
insert  the  words  “acting  by  the  tribal  busi¬ 
ness  committee  representing  the  fullblood 
group,  and  the  authorized  representatives  of 
the  mixed-blood  group  (in  accordance  with 


that  are  thereafter  maintained  in  compliance 
with  the  laws  under  which  they  were  ini¬ 
tiated.” 

Page  6,  line  16,  strike  the  words  “thirty- 
three”  and  insert  “twenty-three.” 

The  committee  amendments  were 
agreed  to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


DEFINITION  OF  “NONFAT  DRY 
MILK’’ 

The  Clerk  called  the  bill  (H.  R.  5257) 
to  amend  the  act  entitled  “An  act  to  fix 
a  reasonable  definition  and  standard  of 
identity  of  certain  dry  milk  solids”  (21 
U.  S.  C.,  sec.  321c). 

The  SPEAKER.  Is  there  objection  to 
the  present  consideration  of  the  bill? 

Mr.  LOVRE.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  bill  be 
passed  over  without  prejudice. 

The  SPEAKER.  Is  there  objection  to 
request  of  the  gentleman  from 
h  Dakota? 

There  was  no  objection. 


So 


NEW  'yORK-NEW  JERSEY  AIR 
POLLUTION  STUDY  COMPACT 

The  Clerk' called  the  resolution  (H.  J. 
Res.  511)  granting  the  consent  of  Con¬ 
gress  to  the  States  of  New  York,  New 
Jersey,  and  Connecticut  to  confer  cer¬ 
tain  additional  powers  upon  the  Inter¬ 
state  Sanitation  Corrfmission,  established 
by  said  States  pursuaiH  to  Public  Resolu¬ 
tion  62,  74th  Congress /August  27,  1935. 

There  being  no  objection,  the  Clerk 
read  the  resolution,  as  follows: 

Resolved,  etc..  That  the  content  of  Con¬ 
gress  is  hereby  given  to  the  States  of  New 
York,  New  Jersey,  and  Connecticut  to  con¬ 
fer  upon  the  Interstate  Sanitation  Commis¬ 
sion,  established  by  said  States  pursuant  to 
authority  given  by  Public  Resolution  62\74th 
Congress,  August  27,  1935,  the  power  to  : 
studies  of  smoke  and  air  pollutions  witf 
any  or  all  of  the  territory  served  by  sai? 
Commission,  such  studies  to  include  surveys 
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IN  THE  SENATE  OF  THE  UNITED  STATES 

June  6  (legislative  day,  June  4),  1956 
Read  twice  and  referred  to  the  Committee  on  Government  Operations 


AN  ACT 

To  simplify  accounting,  facilitate  the  payment  of  obligations, 

and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  (a)  the  account  for  each  appropriation  available  for 

4  obligation  for  a  definite  period  of  time  shall  be  closed  as 

5  follows : 

6  (1)  On  June  30  of  the  second  full  fiscal  year  following 
I  the  fiscal  year  or  years  for  which  the  appropriation  is  avail- 

8  able  for  obligation,  the  obligated  balance  shall  be  transferred 

9  to  an  appropriation  account  of  the  agency  or  subdivision 

10  thereof  responsible  for  the  liquidation  of  the  obligations,  in 

11  which  account  shall  be  merged  the  amounts  so  transferred 
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from  all  appropriation  accounts  for  the  same  general  pur¬ 
poses;  and 

(2)  Upon  the  expiration  of  the  period  of  availability 
for  obligation,  the  unobligated  balance  shall  he  withdrawn 
and,  if  the  appropriation  was  derived  in  whole  or  in  part 
from  the  general  fund,  shall  revert  to  such  fund,  but  if  the 
appropriation  was  derived  solely  from  a  special  or  trust 
fund,  shall  revert,  unless  otherwise  provided  by  law,  to  the 
fund  from  which  derived:  Provided,  That  when  it  is  deter¬ 
mined  necessary  by  the  head  of  the  agency  concerned  that 
a  portion  of  the  unobligated  balance  withdrawn  is  required 
to  liquidate  obligations  and  effect  adjustments,  such  por¬ 
tion  of  the  unobligated  balance  may  be  restored  to  the 
appropriate  accounts :  Provided  further,  That  prior  thereto 
the  head  of  the  agency  concerned  shall  make  such  report 
with  respect  to  each  such  restoration  as  the  Director  of 
the  Bureau  of  the  Budget  may  require. 

(b)  The  withdrawals  required  by  subsection  (a)  (2) 
of  this  section  shall  be  made — 

( 1 )  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  the  period 
of  availability  for  obligation  expires,  in  the  case  of  an 
appropriation  available  both  for  obligation  and  dis¬ 
bursement  on  or  after  the  date  of  approval  of  this  Act; 
or 
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(2)  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  this  Act 
is  approved,  in  the  case  of  an  appropriation,  which,  on 
the  date  of  approval  of  this  Act,  is  available  only  for 
disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance 

of  an  appropriation  account  as  of  the  close  of  the  fiscal  year 
shall  be  the  amount  of  unliquidated  obligations  applicable  to 
such  appropriation  less  the  amount  collectible  as  repayments 
to  the  appropriation;  the  unobligated  balance  shall  represent 
the  difference  between  the  obligated  balance  reported  pur¬ 
suant  to  section  1311  (b)  of  the  Supplemental  Appropri¬ 
ation  Act,  1955  (68  Stat.  830;  31  U.  S.  C.  200  (b) ) , 
and  the  total  unexpended  balance.  Collections  authorized 
to  be  credited  to  an  appropriation  but  not  received  until 
after  the  transfer  of  the  obligated  appropriation  balance  as 
required  by  subsection  (a)  (1)  of  this  Act,  shall,  unless 

otherwise  authorized  by  law,  be  credited  to  the  account 
into  which  the  obligated  balance  has  been  transferred,  except 
that  any  collection  made  by  the  General  Accounting  Office 
for  other  Government  agencies  may  be  deposited  into  the 
Treasury  as  miscellaneous  receipts. 

(d)  The  withdrawals  made  pursuant  to  subsection  (a) 
(2)  of  this  section  shall  be  accounted  for  and  reported  as 
of  the  fiscal  year  in  which  the  appropriations  concerned 
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1  expire  for  obligation.  The  withdrawals  described  in  sub- 

2  section  (b)  (2)  of  this  section  shall  be  accounted  for  and 

3  reported  as  of  the  fiscal  year  in  which  this  Act  is  approved. 

4  Sec.  2.  Each  appropriation  account  established  pursu- 

5  ant  to  this  Act  shall  be  accounted  for  as  one  fund  and  shall 

6  be  available  without  fiscal  year  limitation  for  payment  of  ob- 

7  ligations  chargeable  against  any  of  the  appropriations  from 

8  which  such  account  was  derived.  Subject  to  regulations  to  be 

9  prescribed  by  the  Comptroller  General  of  the  United  States, 

10  payment  of  such  obligations  may  be  made  without  prior  ac- 

11  tion  by  the  General  Accounting  Office,  but  nothing  contained 

12  in  this  Act  shall  be  construed  to  relieve  the  Comptroller  Gen- 

13  eral  of  the  United  States  of  his  duty  to  render  decisions  upon 
11  requests  made  pursuant  to  law  or  to  abridge  the  existing  au- 

15  thority  of  the  General  Accounting  Office  to  settle  and  adjust 

16  claims,  demands,  and  accounts. 

17  Sec.  3.  (a)  Appropriation  accounts  established  pursu¬ 
it  ant  to  this  Act  shall  be  reviewed  periodically,  but  at  least 

19  once  each  fiscal  year,  by  each  agency  concerned.  If  the  un- 

20  disbursed  balance  in  any  account  exceeds  the  obligated  bal- 

21  a  nee  pertaining  thereto,  the  amount  of  the  excess  shall  be 

22  withdrawn  in  the  manner  provided  by  section  1  (a)  (2)  of 

23  this  Act;  but  if  the  obligated  balance  exceeds  the  undisbursed 
21  balance,  the  amount  of  the  excess,  not  to  exceed  the  remain- 
25  ing  unobligated  balances  of  the  appropriations  available  for 
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1  the  same  general  purposes,  may  be  restored  to  such  account. 

2  A  review  shall  be  made  as  of  the  close  of  each  fiscal  year 

3  and  the  restorations  or  withdrawals  required  or  authorized 

4  by  this  section  accomplished  not  later  than  September  30 

5  of  the  following  fiscal  year,  but  the  transactions  shall  be 

6  accounted  for  and  reported  as  of  the  close  of  the  fiscal  year 

7  to  which  such  review  pertains.  A  review  made  as  of  any 

8  other  date  for  which  restorations  or  withdrawals  are  accom- 

9  plished  after  September  30  in  any  fiscal  year  shall  be  ac- 

10  counted  for  and  reported  as  transactions  of  the  fiscal  year  in 

11  which  accomplished:  Provided,  That  prior  to  any  restora- 

12  tion  under  this  subsection  the  head  of  the  agency  concerned 

13  shall  make  such  report  with  respect  thereto  as  the  Director 

14  of  the  Bureau  of  the  Budget  may  require. 

15  (b)  In  connection  with  his  audit  responsibilities,  the 

16  Comptroller  General  of  the  United  States  shall  report  to  the 

17  head  of  the  agency  concerned,  to  the  Secretary  of  the  Treas- 

18  ury,  and  to  the  Director  of  the  Bureau  of  the  Budget,  respect- 

19  ing  operations  under  this  Act,  including  an  appraisal  of  the 

20  unliquidated  obligations  under  the  appropriation  accounts  es- 

21  tablished  by  this  Act.  Within  thirty  days  after  receipt  of 

22  such  report,  the  agency  concerned  shall  accomplish  any  ac- 

23  tions  required  by  subsection  (a)  of  this  section  which  such 

24  report  shows  to  he  necessary. 


H.  E.  9593 - 2 
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1  Sec.  4.  During  the  fiscal  year  following  the  fiscal  year 

2  in  which  this  Act  becomes  effective,  and  under  rules  and 

3  regulations  to  be  prescribed  by  the  Comptroller  General  of 

4  the  United  States,  the  obligated  balance  of  the  appropria- 

5  tion  account  for  pajunent  of  certified  claims  established  pur- 

6  suant  to  section  2  of  the  Act  of  July  6,  1949  (63  Stat. 

7  407;  31  U.  S.  C.  712b),  shall  be  transferred  to  the  related 

8  appropriation  accounts  established  pursuant  to  this  Act  and 

9  the  unobligated  balance  shall  be  withdrawn. 

10  Sec.  5.  The  obligated  balances  of  appropriations  made 

11  available  for  obligation  for  definite  periods  of  time  under 

12  discontinued  appropriation  heads  may,  upon  the  expiration 

13  of  the  second  full  fiscal  year  following  the  fiscal  year  or 

14  years  for  which  such  appropriations  are  available  for  obli- 

15  gation,  be  merged  in  the  appropriation  accounts  provided 

16  for  by  section  1  hereof,  or  in  one  or  more  other  accounts 

17  to  be  established  pursuant  to  this  Act  for  discontinued  ap- 

18  propriations  of  the  agency  or  subdivision  thereof  currently 

19  responsible  for  the  liquidation  of  the  obligations. 

20  Sec.  6.  The  unobligated  balances  of  appropriations 

It  )  V.‘.s  ;  3\  j.i»  \\C.  i  \  n  il  yj  ,3  '.(jp  y 

21  which  are  not  limited  to  a  definite  period  of  time  shall  be 

[ 

22  withdrawn  in  the  manner  provided  in  section  1  (a)  (2)  of 

J“  ••  •  l’--  '  "  1  t  ‘  if  li  Ji,  V y  ;•  ji/Ji:  ?;  o;  * 

23  this  Act  whenever  the  head  of  the  agency  concerned  shall 

24  determine  that  the  purposes  for  which  the  appropriation  was 

25  made  has  been  fulfilled ;  or  in  any  event,  whenever  disburse- 
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1  ments  have  not  been  made  against  the  appropriation  for  two 

t  r  '  i  *  *  *7  v  '  »  •  - •  c* f f  r*jr  nr  ’  i  An) y  *•  *  .  l  \j 

2  full  consecutive  fiscal  years:  Provided ,  That  amounts  of 

3  appropriations  not  limited  to  a  definite  period  of  time  which 

4  are  withdrawn  pursuant  to  this  section  or  were  heretofore 

5  withdrawn  from  the  appropriation  account  by  administrative 

6  action  may  be  restored  to  the  applicable  appropriation  ac- 

7  count  for  the  payment  of  obligations  and  for  the  settlement  of 

8  accounts. 

•  a  «  c« 

9  Sec.  7.  The  following  provisions  of  law  are  hereby 

10  repealed : 

11  (a)  The  proviso  under  the  heading  “payment  of  cer- 

f  ■*  -y  ‘1  f  •  r  '  » -f  « »  « p.  #•  -•*  f  |  ...  .  .  -i  -‘v,  r  ;  .  ...  *  *  ‘  ?  '  - 

12  tified  claims”  in  the  Act  of  April  25,  1945  (59  Stat.  90; 

13  31  U.  S.  C.  690)  ; 

14  (b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat.  407; 

A  \\  OTP  \  # 

15  31  U.  S.  C.  712b),  but  the  repeal  of  this  section  shall  not 

16  be  effective  until  June  30,  1957 ; 

17  (c)  The  paragraph  under  the  heading  “payment  of 

18  certified  claims”  in  the  Act  of  June  30,  1949  (63  Stat. 

19  358;  31  U.  S.  C.  712c); 

20  (d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat. 

21  418;  31  U.  S.  C.  713a)  ;  and 

22  (e)  Section  3691  of  the  Revised  Statutes,  as  amended 

23  (31  U.  S.  C.  715). 

24  (f)  Any  provisions  (except  those  contained  in  appro- 

25  priation  Acts  for  the  fiscal  years  1956  and  1957)  permit- 
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ting  an  appropriation  which  is  limited  for  obligation  to  a 
definite  period  of  time  to  remain  available  for  expenditure 
for  more  than  the  two  succeeding  full  fiscal  years,  but  this 
subsection  shall  not  be  effective  until  June  30,  1957. 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to 
the  appropriations  for  the  District  of  Columbia  or  appropria¬ 
tions  to  be  disbursed  by  the  Secretary  of  the  Senate  or  the 
Clerk  of  the  House  of  Representatives. 

Sec.  9.  The  inclusion  in  appropriation  Acts  of  provi¬ 
sions  excepting  any  appropriation  or  appropriations  from  the 
operation  of  the  provisions  of  this  Act  and  fixing  the  period 
for  which  such  appropriation  or  appropriations  shall  remain 
available  for  expenditure  is  hereby  authorized. 

Passed  the  House  of  Representatives  June  5,  1956. 

Attest:  RALPH  R.  ROBERTS, 

Clerk . 
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PROCEEDINGS 


j  OF  INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURE 
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jICE  OF  BUDGET  AND  FINANCE  For  actions  of  June  7 ,  195$ 
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HIGHLIGHTS:  House  debated  foreign  aid  bill.  Hous/  concurred  in  Senate  amendments 
to  general  Government  matters  appropriation  bill/  Ready  for  President.  House  Com¬ 
mittee  submitted  report  on  REA  ana\Interior  povjjgfr  policies.  Senate  committee  re¬ 
ported  bills  to  authorize  USDA  lancrexchanges /fcLth  Defense,,  continue  ACP,  pay  ex*:, 
penses  of  soil-water  conservation  advisory  committee,  authorize  feeding  of  CCC  grail 
to  waterfowl.,  amend  penal  provision  of'XCC/Charter  Act,  repeal  FFMC  authority  to 
issue  bonds,  approve  inter  state  forest  ^re  compact,  eliminate  requirement  for 
notice  of  animal  quarantine,  require  cen'suh  data  on  class  of  farm,  change  date  for 
proclaiming  tobacco  quota.  Senate  rec6ived\omination  of  Hamil  to  REA,  Senate  com¬ 
mittee  ordered  reported  bills  to  improve  budgeting  and  accounting  methods  and  pro¬ 
cedures  and  to  facilitate  payment  e'f  obligation’s. 


1.  FOREIGN  AID.  Continues 
bill.  p.  8810  ‘ 


HOUSE 

debate  on  H.  R.  11356,  the  mi 


lual  security  authorization 


2,  APPROPRIATIONS.  Concurred  in  the  Senate  amendments  to  *9536,  the  general 

Government  matters  appropriation  bill  for  1957.  This  billN^ill  now  be  sent  to 
the  President/  p.  8810 

House  qonferees  were  appointed  on  H,  R.  10003,  the  D.  C .  'appropriation  bill 
for  1957.  /p.  8854  (Senate  conferees  were  appointed  June  5*) 

3*  FOREIGN  T^ADE.  Both  Houses  received  from  the  President  a  report  on\ctions  under 
the  RySiprocal  Trade  Agreements  Act  (H.  Doc.  421);  to  House  Ways  anaS^eans  Com¬ 
mittee  and  Senate  Finance  Committee,  pp.  8755,  8856 

Rep.  Byrd  spoke  in  opposition  to  the  Organization  ,for  Trade  Cooperation. 
8857 


4/ ELECTRIFICATION.  The  Government  Operations  Committee  submitted  a  report  on  t. 


-2- 


ffect  of  Interior  Department  and  REA  policies  on  public-power  preferred  custo- 
(H.  Rept.  2279).  p.  8862 


8857 


5.  UATER\pOLLUTION ;  POSTAL  RATES.  The  Rules  Committee  reported  resolutions  for, 
consideration  of  H.  R.  11380,  to  readjust  postal  rates,  and  H.  R.  9540,  toy 
le  Water  Pollution  Control  Act.  p, 


extend 


6.  PUBLIC  LANDS.  The  Interior  and  Insular  Affairs  Committee  reported 
H,  R.  5712 ,\to  provide  that  the  U.  S.  hold  in  trust  for  the  Pueblos 
Jemez  a  part^of  the  Ojo  del  Espiritu  Santo  Grant  and  a  small  area 
domain  ad jacen\  thereto  (H.  Rept.  2281).  p.  8862 


amendment 
Zia  and 
public 


he  Federal  Farm  Mortgage  Corporation 
2158). 

.c  interstate  forest  fire  protection 
kor  certain  notices  of  animal  quar- 


7.  AGRICULTURE  AND  FORE&DRY  Committee  reported  the  following  bill's:  (p.  8757) 

S.  2572,  to  authorize  the  interchange  of  lands  betweepr  USDA,  and  the 
Defense  Department;  without  amendment  (S.  Rept.  2152). 

S.  2585,  to  authorise  exchange  of  a  land  tract  at  /Che  Beltsville  Research 
Center  (S.  Rept.  2155);  without  amendment. 

S.  3120,  to  continue  for  2  additional  years  Federal  administration  of  the 
Agricultural  Conservation  Program;  without  amendment/ ( S .  Rept.  2154)* 

S.  3314,  to  authorize  payment  of  expenses  of  tne  Advisory  Committee  on 
Soil  and  Tfater  Conservation;  without  amendment  (Stf  Rept.  2153)* 

S.  2732,  to  authorize  the  Interior  Department  to  obtain  CCC  grain  for 
feeding  to  waterfowl  to  prevent  depredations ;  /it h  amendment  (S.  Rept.  2156). 

S.  3669,  to  amend  the  penal  provision  of/the  CCC  Charter  Act  (S.  Rept. 
2157);  with  amendment. 

S.  2530,  to  repeal  the  authority 
to  issue  bonds;  with  amendments  (s.  Rep' 

S.  3032,  approving  the  Middle  Atl; 
compact;  with  amendments  (S.  Rept.  21^#)* 

S.  3046,  to  eliminate  the  requirement 
antine ;  with  amendments  (S.  Rept.  2460). 

S.  3145,  to  require  the  Census  Bureau  to  develop  farm  income  data  by 
economic  class  of  farm  (S.  Rept ,/2l6l) ;  with  amendments. 

S.  3261,  to  change  the  date  by  which  certain^ tobacco  quotas  must  be 
announced  each  year;  with  amendment  (S.  Rept.  215 

S.  3344,  to  authorize  UgDA  to  convey  to  AlaskaVertain  lands  in  Sitka 
known  as  Baranof  Castle  site;  without  amendment  (S.  Rept.  2150). 

8.  GOVERNI'ffiNT  OPERATIONS  Committee  ordered  reported  H.  R.  7227,  to  provide  for 

donation  of  surplus  profcerty  tot  civil  defense  purposes;  R.  7855,  extending 
temporary  authority  off  GSA  to  dispose  of  surplus  property  by  negotiation  to 
July  31r  1958^s’I  33o2.  to  simplify  accounting  and  facilitate"  the' payment  ' of 
obligations  t  jf.  Ms  prove  governmental  bUd^btih,^  and  gFocou^ing  tftoci^ 

'  and"  procedures;  ti/  R.  10417,  to  amend  the  Federal  Register  ActSregarding  public 
proclamations  iyrt  a  period  following  an  attack  upon  the  U.  S.;  s\  3843,  to 
adjust  the  application  of  Sec.  322  of  the  Economy  Act  of  1932  to\remises  leasei 
for  Government  purposes,  p.  D587 

9.  MATER  DEVELOPMENT.  Sen.  Watkins  inserted  and  commended  an  address  by  'Reclamation 

Commissi^er  Dexheimen  on  the  future  of  multiple-purpose  river  development, 
p.  880^ 

10.  NOMINATION.  Sen.  Watkins  commended  the  nomination  of  Fred  A.  Seaton  to  beN 
Secretary  of  the  Interior  and  inserted  newspaper  editorials  on  this  subjeci 

88C6 
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The  coitj-'I tt.ee  also  reported  with  amendments  S.  3362,  to  simplify  account- 
and  facilitate  the  payment  of  obligations  (S.  Kept.  2266),  -py  9903- 

n#  INSULAR  AFF/JRS  COMMITTEE  reported  the  following  bills*  p,  9902 

I-  tSoo  ™ltho't  arnend™ent,  to  amend  the  Mineral  Leasing  Act  of  February  29, 

Pro^ote  the  development  of  phosphate  on  the  public  domain  (S.  Rept, 

22  (\)  ; 


f  S,  1333\nith  amendments,  to  authorize  the  construction,  operation  and  mainten- 


_  _ _ _ ^  ^  ^  'tw  \j  m  c.c.fv'/ 

M  without  amencment,  to  permit  under  certain  circumstances  desert/land 


ance  of  the  Hells  Canyon  Dam  between  Ida.,  and  Ore,  (S.  Rept.  2279); 


L  entries  disconnected  tracts  of  lands  (S,  Rept,  2271); 


^  S,  37U3,  wi th\ame ndme nt ,  to  add  certain  1  nds  of  the  lassen  National  Forest  to 
the  Lassen  Volcanic  National  Park,  Calif,  (S,  Rept,  226b) o 


'Jjm.  \  / 

Cove^nment  Operations -Committee  reported  with  amendments  H0  R< 


(227,  to  authorize  \he  disposal  of  surplus  propertv  for  civil  defense  purposes 
(S.  Rept,  2267).  p,\9902  - i - “ 


3«  FOREIGN  AID,  The  Foreigh  Relations  Committee  reported  with /Amendment  H,  R„ 
11396,  the  mutual  security  program  for  1997  (S,  Rept.  2273%  Pc  9902 


ill*  FORESTRYo  Passed  with  amendment  S,  29 72 ^  to  authorize  fne  interchange  of 

national  forest  lands  with  military  department  lands /Within  or  adjacent  to  the 

t  national  forests.  Agreed  to  aih  amendment  by  Sen.  Ellender  providing  that  such 
interchanges  shall  not  become  effective  until  1;9  Fays  after  submission  to  the 
Congress  bv  the  respective  Secretaries  of  notice/ of  intention  to  make  the  inter¬ 
change,  p,  9909 


19.  FORESTRY,  The  Interior  and  Insular  Afrairs  Committee  ordered  reported  without 
amendment  S.  J.  Res0  139,  commemorating\th6  90th  anniverdary  of  the  first  con¬ 
ference  of  State  governors  for  the  protection  of  natural  resources  of  the  U,  S* 

p,  E6U9 


16,  GOVERNMENT  SECURITY,  Received  from  the  Commission  on  Government  Security  a 
\  preposed  bill  to  extend  the  time  for  the  Commission  to  file  its  final  report; 

to  Government  Operations  Committee*  p.  9U97 

17,  PUBLIC  POWER,  Sen,  Langer  inserted  a  number  of  resolutions  of  the  American 
Public  Power  Assoc,  relating/to  various  aspects  of  public  power  policies, 


P.  9U97 


18,  DROUGHT  RELIEF,  Sen.  Srofington  urged  emergency  drought  relief  for  Missouri, 
and  criticized  this  Department  for  delay  in  furnishing  such  relief,  p.  9906 


ITEMS  IN  APPENDIX 


19,  INFORMATION,  Sen.  Kennedy  inserted  two  newspaper  articles  favoring  the  creation 
of  a  National  library  of  Medicine  to  "promote  the  progress  of  medicine  and  to 
advance  the  national  health  and  welfare,"  p.  Al|8U7,  Alj89l 


20,  FOREIGN  AH^  Sen.  Langer  inserted  a  newspaper  article,  "House  Revolt  bn  Foreign 
Aid — Senate  Also  Expected  to  Back  Slash  Despite  Eisenhower’s  and  Eulle^’ 
Pleas.lr  p.  aI|891 

sen.  Jenner  inserted  an  editorial  opposing  foreign  aid  and  saying  ".A^Lt 
shcyfLd  not  be  cut  by  Ml  billion,  as  proposed  by.  the  House  foreign  Affairs 


Committee.  It  should  be  completely  abolished*”  p*  Al|85>3 
.  \  Rep.  Smith,  17is.,  inserted  an  editorial  which  quoted  Sen.  Ellender  as 
lg  "the  American  people  are  sour  on  foreign  aid."  p. 


22, 


25. 


say: 


AI1862 


21.  COTTON a\N  Rep.  Hagen  spoke  in  favor  of  his  bill  H.  R.  11U78  which  would 
for  a  program  to  encourage  the  utilization  of  domestic  fiber  cotton, 
serted  a  newspaper  article  in  favor  of  this  proposed  legislation.  “ 


FAMILY  FARM.XSen,  Jenner  inserted  a  nex^spaper  article,  "Jenner  1  Id  Help 
Family  Farmery,"  and  stated  that  "this  editorial  vigorously  supp  ts  oxir 
historic  national  policy  of  strengthening  the  family  farm,  as  tr  jasis  of  our 
political,  economic,  and  social  system";  and  an  editorial,  "F; 
tributes  to  Farmers’  Plight."  p.  AU857 


ovide 
d  in- 


4id  Ccn- 


\ 


\  < 

23.  LANDS.  Extension  of  remarks  of  Rep.  Engle  in  support  of  a/bill  to  require  the 

military  departments  to  get  approval  from  Congress  for  withdrax^al  of  public 
lands  in  excess  of  5, COO  acres,  and  his  insertion  of  a/newspaper  article, 
"Landgrabbing  Roxt  Has  Services  Fxaning."  p.  aU873>  / 

2lu  DROUGHT  RELIEF fl  Rep.  Hull  discussed  the  drought  crisis  in  Mo,,  criticized  thit.  ^ 
Department's  drought  relief  program  and  stated  tj^at  "...upon  the  basis  of  a 
casual  and  partial  investigation  by  a  lone  subordinate,  the  Department  of 
Agriculture  concluded  that  the  situation  x-jas  pot  sufficiently  acute  to  x-jarrant 
relief,"  and  inserted  several  newspaper  articles  on  this  subject,  p.  AI4878 

BILLS  INTRODUCED 


SOIL  CONSERVATION,  H.  R.  11831,  by  RepYCooley  and  H.  R,  11833,  by  Rep.  Hope, 
to  amend  the  Soil  Conservation  and  Dpindetic  Allotment  Act  and  the  Agricul¬ 
tural  Adjustment  Act  of  1938  to  proyide  fqr  a  Great  Plains  conservation  program; 
to  Agriculture  Committee. 


26.  PERSONNEL.  H.  R.  11837,  by  Re p ./f  c C ar thy,  to  friend  the  Hatch  Act  to  permit  all 
officers  and  employees  of  the  Government  to  exercise  the  full  responsibility  of 
citizenship  and  to  take  an  aqtive  part  in  the  political  life  of  the  United 
States;  to  House  Administration  Committee.  \ 

H.  R.  II8I1I,  by  Rep.^ees,  to  protect  the  security  of  the  United  States 
by  preventing  the  erxplovtfent  by  the  United  States  oi\persons  found  to  be  dis¬ 
loyal  to  the  United  States;  to  Post  Office  and  Civil  Service  Committee.  Remark? 
of  author,  p.  95^3,  AL866 


A 


27.  WILDLIFE;  CHEMICALS.'1  H.  R,  11839,  by  Rep,  Metcalf,  to  authorize  and  c irect  the 
Secretary  of  the  Jnterior  to  undertake  continuing  studies  of  the  effects  of 
insecticides,  herbicides,  and  fungicides  upon  fish  and  wildlife  for  the  purpose 
of  preventing  losses  of  those  invaluable  natural  resources  foX^oX'/ing  spraying, 


and  to  provide  basic  data  on  the  various  chemical  controls  so  t\at  forests. 


croplands, 
to  Merchant 


id  marshes  can  be  sprayed  x-jith  minimum  losses  of  fisPtand  wildlife; 
Marine  and  Fisheries  Committee.  Remarks  of  author,  p,\Ai;873 


28.  SMALL  BUSINESS <5  H,  R,  U8b6,  by  Rep.  Roosevelt,  to  amend  section  3  oiVthe 
Claytoii  Act  to  free  those  in  commerce  from  restraints  of  trade  and  to  allcw 
;  smallousiness  men  freedom  of  choice  in  the  conduct  of  their  respective  cosines¬ 
ses  /as  independent  enterprises;  to  Judiciary  Committee.  Remarks  of  authc 
pv/AU872 


29*  PERSONNEL.  S.  h076,  by  Sen.  McClellan,  to  provide  for  the  appointment  of  the 
t  chief  legal  officers  of  certain  departments  in  the  executive  branch  by  the 
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SIMPLIFYING  ACCOUNTING,  FACILITATING  THE  PAY¬ 
MENT  OF  OBLIGATIONS 


June  19 , 1955.— Ordered  to  be  printed 


-Mr.  Kennedy,  from  the  Committee  on  Government  Operations, 

submitted  the  following 

REPORT 

[To  accompany  S.  3362] 

The  Committee  on  Government  Operations  to  whom  was  referred 
the  bill  (S.  3362)  to  simplify  accounting,  facilitate  the  payment  of 
obligations,  and  for  other  purposes,  having  considered  the  same, 
report  favorably  thereon,  with  amendments,  and  recommend  that 
the  bill  as  amended  do  pass. 

The  amendments  are  as  follows: 

1.  Page  1 ,  line  3,  strike  out  "except  as  otherwise  provided  by  law,”. 

2.  Page  1,  line  4,  strike  out  "of”  and  insert  in  lieu  thereof  "for”. 

3.  Page  1,  line  8,  strike  out  "activity”  and  insert  in  lieu  thereof 
"agency  or  subdivision  thereof”. 

4.  Page  2,  line  6,  strike  out  the  period  and  insert  in  lieu  thereof  a 
j  colon  and  the  following: 

Provided ,  That  when  it  is  determined  necessary  by  the  head 
of  the  agency  concerned  that  a  portion  of  the  remaining  bal¬ 
ance  withdrawn  is  required  to  liquidate  obligations  and  effect 
adjustments,  such  portion  of  the  remaining  balance  may  be 
restored  to  the  appropriate  account  established  pursuant  to 
this  Act:  Provided  further,  That  the  head  of  the  agency  con¬ 
cerned  shall  make  a  report  with  respect  to  each  such  restora¬ 
tion  to  the  Chairmen  of  the  Committees  on  Appropriations 
of  the  Senate  and  the  House  of  Representatives,  to  the 
Comptroller  General  of  the  United  States,  and  to  the  Direc¬ 
tor  of  the  Bureau  of  the  Budget. 

5.  Page  2,  line  20,  after  the  word  "account”,  insert  “as  of  the  close 
of  the  fiscal  year”. 
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6.  Page  2,  lines  22  and  23,  strike  out  “as  of  the  close  of  the  fiscal 
year”. 

7.  Page  3,  line  10,  strike  out  “required”  and  insert  in  lieu  thereof 
“made”. 

8.  Page  3,  line  11,  strike  out  “subsection  (a)”  and  insert  in  lieu 
thereof  “subsections  (a)  and  (b)”. 

9.  Page  4,  lines  7  and  8,  strike  out  “activity  responsible  for  the 
liquidation  of  the  obligations  chargeable  to  such  accounts”  and  insert 
in  lieu  thereof  “agency  concerned”. 

10.  Page  4,  line  13,  strike  out  “shall”  and  insert  in  lieu  thereof 
“may”. 

11.  Page  6,  line  9,  strike  out  “activity”  and  insert  in  lieu  thereof 
“agency  or  subdivision  thereof”. 

12.  Page  6,  line  16,  strike  out  “or  will  not  be  undertaken  or  con¬ 
tinued”. 

13.  Page  7,  between  lines  15  and  16,  add  a  new  subsection  to  read: 

(f)  Any  provisions  (except  those  contained  in  appropria¬ 
tion  Acts  for  the  fiscal  years  1956  and  1957)  permitting  an 
appropriation  to  remain  available  for  expenditure  for  any 
period  beyond  that  for  which  it  is  available  for  obligation, 
but  this  subsection  shall  not  be  effective  until  June  30,  1957. 

14.  Page  7,  line  17,  strike  out  the  period  and  insert  in  lieu  thereof: 

or  to  the  appropriations  disbursed  by  the  Secretary  of  the 
Senate  or  the  Clerk  of  the  House  of  Representatives. 

15.  Page  7,  following  line  17,  add  a  new  section  to  read: 

Sec.  9.  The  inclusion  in  appropriation  Acts  of  provisions 
excepting  any  appropriation  or  appropriations  from  the 
operation  of  the  provisions  of  this  Act  and  fixing  the  period 
for  which  such  appropriation  or  appropriations  shall  remain 
available  for  expenditure  is  hereby  authorized. 

COMMITTEE  ACTION  ON  AMENDMENTS 

The  amendments  adopted  by  the  committee  are  in  accord  with  the 
recommendations  made  by  agency  representatives  during  the  hearings 
on  this  bill.  For  the  most  part  the  changes  accepted  by  the  committee 
are  editorial  or  of  a  clarifying  nature  intended  to  more  fully  reflect 
the  purpose  and  intent  of  the  bill. 

Amendment  No.  4  which  begins  on  page  2,  line  6  was  developed 
by  the  Bureau  of  the  Budget  and  the  Department  of  Defense  for  the 
purpose  of  providing  more  flexibility  in  the  accounting  for  funds. 
The  long  lead  time  required  for  procurement  of  certain  types  of 
supplies,  and  in  certain  instances,  price  redetermination  and  escala¬ 
tion  clauses  in  contracts  compel  the  departments  to  make  adjustments 
in  the  obligated  balances.  For  this  reason  the  Department  of  Defense 
believed  that  an  amendment  is  necessary  to  restore  that  portion  of 
account  balances  as  is  necessary  to  liquidate  delayed  bills.  The 
committee  accepted  this  proposal,  but  insisted  that  such  restorations 
be  held  to  a  minimum  and,  to  assure  that  the  authority  not  be  abused, 
the  committee  added  a  further  proviso  to  the  amendment  requiring 
each  agency  to  report  each  restoration  to  the  chairmen  of  the  Com¬ 
mittees  on  Appropriations  of  the  Senate  and  House  of  Representatives, 
to  the  Comptroller  General  and  to  the  Director  of  the  Bureau  of  the 
Budget. 
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The  committee  approved  an  amendment  adding  a  new  paragraph 
(f)  to  section  7  of  the  bill.  This  amendment  was  developed  by  the 
Bureau  of  the  Budget  for  the  purpose  of  repealing  certain  laws  which 
make  some  appropriations  available  for  expenditure  purposes  for 
periods  longer  than  the  normal  2-year  period  after  the  period  for 
which  the  appropriation  was  made. 

At  the  present  time  there  are  some  cases  where  existing  provisions 
of  substantive  law  continue  the  availability  of  appropriations  for 
expenditure  purposes  for  periods  longer  than  the  normal  2-year  period 
after  the  period  for  which  the  appropriations  are  made.  It  is  desir¬ 
able,  therefore,  to  bring  such  appropriations  under  the  provisions  of 
this  bill  in  order  to  provide  the  authority  to  make  payments  subse¬ 
quently.  An  example  is  the  provision  for  certain  research  appropri¬ 
ations  in  the  Agricultural  Marketing  Act  of  1946.  The  language 
which  the  committee  has  approved  for  deletion  by  amendment  No.  1 
would  exempt  such  cases  from  the  provisions  of  the  bill,  whereas  the 
substitute  (amendment  No.  13)  would  embrace  such  cases  within  the 
terms  of  the  bill  by  repealing  the  special  provisions  providing  extended 
availability  for  expenditure.  Like  the  provision  repealing  the  general 
authorization  for  extended  availability  for  expenditure  (subscc.  (b) 
of  sec.  7),  the  suggested  language  would  not  be  effective  until  June 
30,  1957.  Also,  the  new  language  would  not  repeal  provisions  for 
extended  expenditure  availability  contained  in  1956  or  1957  appro¬ 
priation  acts,  but  would  leave  the  matter  of  extended  expenditure 
availability  for  appropriations  to  be  considered  individually  by  the 
Congress  in  acting  on  the  1958  budget  estimates  and  appropriation 
acts. 

The  amendment  to  section  8  provides  for  exempting  from  the  pro¬ 
visions  of  this  bill  appropriations  disbursed  by  the  Secretary  of  the 
Senate  and  the  Clerk  of  the  House  of  Representatives. 

A  new  section  9,  adopted  by  the  committee,  provides  that  the  Con¬ 
gress  may  consider  each  year  the  desirability  of  exempting  any  ap¬ 
propriation  or  appropriations  from  the  provisions  of  this  bill  and  to  so 
provide  in  appropriation  acts  without  such  pro visions  being  subject 
to  a  point  of  order. 

GENERAL  STATEMENT 

Under  present  law  (31  U.  S.  C.  712b),  unexpended  balances  of  ap¬ 
propriations  with  limited  fiscal  year  availability  “lapse”  or  cease  to  be 
available  to  the  agencies  to  which  they  are  provided,  at  the  end  of  two 
full  fiscal  years  following  the  fiscal  year  or  years  for  which  appro¬ 
priated.  At  that  time,  such  balances  are  transferred  to  a  consolidated 
Treasury  Department  appropriation  account  known  as  “Payment  of 
certified  claims.” 

Bills  of  creditors  which  have  not  been  paid  before  the  appropriations 
chargeable  therewith  have  lapsed  are  liquidated  from  the  “Payment  of 
certified  claims”  account.  However,  as  prerequisites  to  payment,  the 
Comptroller  General  of  the  United  States  must  certify  that  the  bills 
are  lawfully  due;  that  they  are  chargeable  to  appropriations  which 
have  lapsed;  and  that  the  balances  of  the  appropriations  against 
which  the  obligations  were  originally  incurred  are  sufficient  to  make 
such  payments. 
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Since  the  agencies  which  procured  the  goods  and  services  for  which 
payment  is  sought  are  acquainted  with  the  attendant  facts  and  cir¬ 
cumstances,  it  is  necessary  for  the  General  Accounting  Office  to  secure 
from  such  agencies  reports  bearing  on  the  validity  of  the  obligations, 
the  appropriations  involved,  and  the  amounts  recommended  for  pay¬ 
ment,  if  any.  Where  the  transactions  are  routine  undisputed  bills,  as 
is  generally  the  case,  the  settlement  processes  of  the  General  Account¬ 
ing  Office  necessarily  duplicate  the  work  already  performed  by  the 
debtor  agencies  and  delay  the  payment  of  the  Government’s  obliga¬ 
tions  without  any  substantial  added  protection  to  the  Government. 

The  bill  authorizes  the  agencies  of  the  Government  to  pay  undis¬ 
puted  bills  chargeable  to  lapsed  appropriations  in  precisely  the  same 
manner  as  bills  payable  from  currently  available  appropriations.  This 
objective  will  be  accomplished  by  repealing  existing  requirements  that 
all  obligations  chargeable  to  lapsed  appropriations  shall  be  certified  by 
the  General  Accounting  Office  in  advance  of  payment;  by  permitting 
agencies  to  retain  obligated  balances  of  appropriations  made  to  them; 
and  by  granting,  under  regulations  to  be  prescribed  by  the  Comptroller 
General,  authority  to  the  agencies  to  pay  prior  year  obligations  from 
the  retained  balances  through  regular  disbursing  channels,  subject  of 
course  to  post  audit  by  the  General  Accounting  Office. 

When  S.  3362  is  enacted,  it  is  estimated  that  from  40,000  to  50,000 
cases  a  year  which  now  are  required  to  be  processed  by  the  General 
Accounting  Office  can  be  paid  directly  by  the  agencies.  As  a  result, 
claims  adjudicators  and  supporting  personnel  of  the  General  Account¬ 
ing  Office  now  engaged  in  such  work  will  be  available  for  assignment 
to  more  productive  work.  Paperwork  and  time  lags  will  be  substan¬ 
tially  reduced.  In  addition,  the  General  Accounting  Office  will  be 
able  to  discontinue  the  maintenance  of  approximately  35,000  detailed 
ledgers  of  account  pertaining  to  lapsed  appropriations.  It  is  antici¬ 
pated  that  enactment  of  the  bill  will  result  eventually  in  direct  savings 
in  the  General  Accounting  Office  approximating  $600,000  annually. 
Savings  will  also  be  effected  in  the  agencies  concerned. 

The  bill  will  not  affect  the  responsibility  of  the  General  Accounting 
Office  to  adjudicate  claims  involving  doubtful  questions  of  law  or 
fact.  Such  claims  will  continue  to  be  sent  to  the  General  Accounting 
Office  for  settlement. 

The  proposed  legislation  will  reduce  the  carryover  of  unexpended 
balances  in  appropriations.  At  present,  the  entire  balance  of  each 
annual  appropriation  is  carried  in  the  account  of  the  agency  for  2  years 
after  the  appropriation  has  ceased  to  be  available  for  obligation. 
Under  the  provisions  of  S.  3362,  the  obligated  balance  of  an  appro¬ 
priation  will  be  transferred  to  an  appropriation  account  consisting  of 
the  obligated  balances  of  all  prior  appropriations  granted  for  the 
same  general  purposes.  The  unobligated  balance  will  be  withdrawn. 
These  transfers  will  be  based  on  reports  of  obligated  balances  which 
all  agencies  are  now  required  to  make  under  the  provisions  of  section 
1311  of  the  Supplemental  Appropriation  Act,  1955. 

The  bill  recognizes  that  due  to  events  which  may  occur  after  the 
reporting  date,  it  is  not  always  possible  to  report  obligated  balances 
of  appropriations  with  precise  accuracy.  In  consequence,  amounts 
ultimately  required  for  liquidation  of  obligations  may  fluctuate. 
The  bill  provides  for  this  contingency  by  permitting  agencies  to  utilize 
savings  resulting  when  obligations  are  liquidated  at  less  than  the 
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reported  obligations  to  offset  extra  costs  occasioned  by  under¬ 
estimating  obligations;  by  authorizing  agencies  to  draw  on  currently 
available  appropriations  when  necessary  to  meet  obligations  against 
prior  years’  appropriations;  and  by  permitting  restoration  of  amounts 
withdrawn  from  the  appropriations  as  unobligated,  when  determined 
necessary  by  the  head  of  the  agency  concerned  to  meet  obligations 
made  in  prior  years.  The  committee  is  of  the  opinion  that  the  provi¬ 
sion  permitting  restoration  of  amounts  previously  withdrawn  will 
seldom,  if  ever,  be  invoked.  However,  in  the  event  it  is  invoked, 
the  bill  provides  that  a  complete  report  of  each  such  restoration  must 
be  made  to  the  chairmen  of  the  Committees  on  Appropriations  of 
the  Senate  and  House  of  Representatives,  the  Comptroller  General 
of  the  United  States,  and  the  Director  of  the  Bureau  of  the  Budget. 
These  features  of  the  bill  should  afford  sufficient  latitude  to  the 
agencies  to  effect  payments  to  creditors  without  undue  delay. 

L  An  additional  benefit  will  be  afforded  by  the  bill.  At  present, 
|)  liquidations  of  outstanding  obligations  against  lapsed  appropriations 
are  budgeted  and  recorded  as  expenditures  of  the  Treasury  Depart¬ 
ment  rather  than  of  the  agencies  which  received  the  goods  and 
services.  This  procedure  overstates  the  expenditures  of  the  Treasury 
Department  and  understates  the  expenditures  of  the  agencies  which 
incurred  the  obligations  by  millions  of  dollars  each  year.  Under  S. 
3362  such  expenditures  wiil  be  recorded  and  reported  as  expenditures 
of  the  individual  agencies  which  received  the  goods  or  services. 

HOOVER  COMMISSION 

The  Hoover  Commission  and  its  task  force  recommended  in  its 
report  on  budget  and  accounting  that  the  various  agencies  of  the 
Government  be  authorized  to  settle  delayed-bills  without  prior  ap¬ 
proval  of  the  General  Accounting  Office  and  that  one  account  be 
established  for  controlling  the  amount  available  for  liquidation  of  valid 
obligations. 

The  Hoover  Commission’s  recommendation  follows: 

That  each  department  and  agency  be  authorized  to  main- 
j  v  tain  a  single  account  under  each  appropriation  title  or  fund 

) )  for  controlling  the  amount  available  for  the  liquidation  of 

valid  obligations.  (Recommendation  No.  17.) 

The  Commission  further  stated  that — 

All  agency  disbursements  must  be  related  to  a  legal  ap¬ 
propriation.  Where  the  appropriations  are  annual  ap¬ 
propriations  (as  distinguished  from  no-year  appropriations) 
the  agencies  are  authorized  to  make  payments  therefrom 
during  the  fiscal  year  for  which  appropriated  or  during  the 
succeeding  2  fiscal  years.  This  results  in  keeping  separate 
accounts  for  appropriations,  allotments,  suballotments, 
obligations  and  related  cash  payments  for  each  of  3  years. 

The  effect  is  an  unnecessary  complication  in  the  accounting 
for  disbursements  in  executive  agencies  and  in  the  separate 
accounts  maintained  at  the  Treasury. 

The  agencies  should  be  authorized  to  merge  the  balance 
of  unliquidated  obligations  under  any  one  appropriation  title 
with  the  latest  annual  appropriation  under  that  same  title. 
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Annual  appropriations  which  are  not  obligated  within  the 
appropriation  year  cease  to  be  available  and  at  the  end  of 
such  year  would  be  eliminated.  The  remaining  balances 
should  be  available  for  liquidation  of  legal  liabilities  until 
expended  or  written  off. 

At  the  present  time  vouchers  which  are  submitted  to  the  respective 
agencies  for  payment  after  the  appropriations  have  lapsed  are 
referred  to  the  General  Accounting  Office  for  review  and  clearance 
before  submission  to  the  Treasury  Department.  These  vouchers 
are  commonly  referred  to  as  “claims”;  however,  they  are  not  a  “claim” 
as  that  term  is  generally  used  in  the  legal  profession,  but  merely  bills 
which  were  submitted  for  payment  after  the  appropriation  has  lapsed. 

The  Hoover  Commission  considered  this  procedure  of  handling 
so-called  claims  or  delayed  bills  and  made  the  following  recom¬ 
mendation: 

That  vouchers  which  are  otherwise  valid  but  as  to  which 
appropriations  have  lapsed  should  not  be  referred  as  “claims” 
to  the  General  Accounting  Office,  but  should  bo  settled 
within  the  agencies.  (Recommendation  No.  18.) 

Section  305  of  the  Budget  and  Accounting  Act  of  1921 
provides :  All  claims  and  demands  whatever  by  the  Govern¬ 
ment  of  the  United  States  or  against  it,  *  *  *  shall  be 
set  tled  and  adjusted  in  the  General  Accounting  Office. 

There  are  some  exceptions.  These  include  the  Internal 
Revenue  Service  for  income  tax  matters;  the  Railroad  Retire¬ 
ment  Board  for  pension  claims;  the  Social  Security  Admin¬ 
istration  for  old-age  and  survivor  insurance  claims;  and  the 
Veterans’  Administration  for  benefit  payments.  Otherwise, 
“claims”  made  against  an  executive  agency  are  reviewed  by 
the  agency  concerned  and  then  submitted  to  the  General 
Accounting  Office  for  settlement.  Where  the  claim  relates 
to  an  open  appropriation  it  is,  if  approved  by  the  General 
Accounting  Office,  returned  to  the  executive  agency  for  pay¬ 
ment.  Requests  for  payment  under  lapsed  appropriations 
are  currently  designated  as  “claims”  and  hence  are  referred 
to  the  General  Accounting  Office.  Such  claims  are,  if  ap¬ 
proved  by  the  General  Accounting  Office,  recorded  in  the 
records  of  that  Office.  They  are  then  referred  to  the  Treasury 
Department  for  payment  from  the  “payment  of  certified 
claims”  account. 

During  1954,  38,000  of  the  claims  received  by  the  General 
Accounting  Office  related  to  lapsed  appropriations.  Approx¬ 
imately  28,000  of  them  did  not  involve  any  doubtful  or  com¬ 
plex  matter.  It  is  apparent  that  under  existing  procedure 
the  General  Accounting  Office  is  engaged  in  examining  and 
settling  as  “claims”  many  requests  for  payment  which  are 
routine  and  involve  no  questions  of  law  or  fact.  Substantial 
economies  would  be  obtained  if  the  agencies  were  authorized 
to  make  direct  settlement  of  claims  without  their  prior  sub¬ 
mission  to  the  General  Accounting  Office,  except  in  those 
cases  involving  questions  of  law  or  fact.  If  this  were  done, 
unexpended  balances  of  closed  appropriations  which  are  nor- 
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rnally  transferred  to  the  “payment  of  certified  claims” 
account  maintained  at  the  Treasury  Department  would  be 
retained  in  the  agencies.  Agency  procedures  in  settling 
claims  would,  of  course,  be  subject  to  review  and  audit  by 
the  General  Accounting  Office. 

S.  3362  will  substantially  carry  out  the  objectives  of  these  recom¬ 
mendations.  The  only  essential  difference  is  that  obligated  balances 
for  prior  years  would  be  consolidated  in  separate  accounts  for  the 
same  general  purposes  rather  than  brought  forward  and  merged  with 
the  current  appropriation  accounts  of  the  agencies.  If  the  prior- 
year  obligations  were  merged  with  the  current  appropriations,  any 
savings  resulting  from  liquidation  of  obligations  would  be  available 
to  augment  the  current  year  appropriation.  The  committee  feels  it 
is  preferable  to  retain  these  unliquidated  obligations  m  separate 
accounts  so  that  such  savings  cannot  be  used  to  augment  the  current 
appropriation. 

The  bill,  as  reported,  has  been  approved  by  the  Bureau  of  the 
Budget,  the  Secretary  of  the  Treasury,  the  Comptroller  General  of 
the  United  States,  and  the  Department  of  Defense. 

SECTION-BY-SECTION  ANALYSIS 

Section  1 

Subsection  (a)  provides  that  each  appropriation  available  for  obli¬ 
gation  for  a  definite  time  period — annual  and  multiyear  appropria¬ 
tions — shall,  after  the  expiration  of  its  obligational  availability,  be 
disposed  of  as  follows:  The  obligated  balance  shall  be  transferred  to 
an  appropriation  account  consisting  of  the  obligated  balances  of  all 
appropriations  granted  for  the  same  general  purposes.  The  unobli¬ 
gated  balance  shall  be  withdrawn  and  shall  revert  to  the  general  fund 
of  the  Treasury,  unless  the  appropriation  is  derived  in  its  entirety 
from  a  special  or  trust  fund  in  which  event  it  shall  revert  to  the  fund 
from  which  derived.  The  effect  of  this  is  to  combine,  in  a  single  ap¬ 
propriation  account  of  the  agency  or  subdivision  thereof  responsible 
for  the  liquidation  of  liabilities,  the  obligated  balances  of  all  appro¬ 
priations  for  the  same  general  purposes.  For  example,  the  obligated 
balances  of  all  appropriations  for  “Salaries  and  expenses,  Forest 
Service,”  except  the  one  currently  available  for  obligation,  would  be 
merged  in  one  account.  The  subsection  also  authorizes  the  restora¬ 
tion  of  amounts  withdrawn  when  determined  necessary  by  the  head  of 
the  agency  concerned  and  requires  that  such  restorations  be  reported 
to  the  chairmen  of  the  Committees  on  Appropriations  of  the  Senate 
and  House  of  Representatives,  the  Comptroller  General  of  the  United 
States,  and  the  Director  of  the  Bureau  of  the  Budget. 

Subsection  (b)  contemplates  that  if  enacted  by  June  30,  1956, 
annual  and  multiyear  appropriations  for  1956  and  subsequent  years 
will  be  disposed  of  not  later  than  September  30  of  the  fiscal  year 
following  that  in  which  the  period  of  obligation  expires.  Appro¬ 
priations  expiring  in  1954  and  1955  would  be  disposed  of  not  later 
than  September  30,  1956,  along  with  appropriations  for  the  fiscal 
year  1956.  Obligated  balances  of  appropriations  for  fiscal  years  prior 
to  1954  would  be  merged  in  the  new  accounts  under  the  provisions 
of  section  4.  (If  enacted  later  than  June  30,  1956,  the  dates  used 
here  would  be  changed  accordingly.) 
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Subsection  (c)  provides  that  the  amount  transferred  to  the  appro¬ 
priation  account  shall  not  exceed  the  net  obligated  balances  as  shown 
on  reports  made  under  section  1311  of  the  Supplemental  Appropriation 
Act,  1955,  and  that  receipts  authorized  to  be  credited  to  an  appro¬ 
priation  which  are  not  received  until  after  such  appropriation  has 
expired  for  obligation  will  be  credited  to  the  appropriation  account  to 
which  the  obligated  balance  has  been,  or  will  be  transferred.  Dis¬ 
cretionary  authority  is  conferred  on  the  General  Accounting  Office  to 
deposit  collections  made  for  other  agencies  into  miscellaneous  receipts. 

Subsection  (d)  contemplates  on  a  permanent  basis  that  transfers 
and  withdrawals  made  not  later  than  September  30  of  the  fiscal  vear 
following  the  fiscal  year  in  which  the  appropriations  expire  for  obliga¬ 
tion  will  be  accounted  for  and  reported  as  of  the  fiscal  year  in  which 
the  appropriations  expire  for  obligation.  Appropriations  which  have 
expired  for  obligation  prior  to  the  time  this  bill  becomes  law  but  which 
are  still  available  for  expenditure  will  be  transferred  and  withdrawn  - 
as  of  the  fiscal  year  (1956)  in  which  the  bill  is  approved. 

Section  2 

This  section  authorizes  the  appropriation  accounts  established  pur¬ 
suant  to  the  act  to  be  used  for  payment  of  obligations  chargeable 
against  any  of  the  appropriations  from  which  such  accounts  were 
derived.  The  accounts  are  to  be  available  without  fiscal  year  limita¬ 
tion,  and  subject  to  regulations  to  be  prescribed  by  the  Comptroller 
General  of  the  United  States,  payment  of  the  obligations  may  be  made 
through  regular  disbursing  channels  without  prior  action  by  the 
General  Accounting  Office.  It  will  not  be  necessarjr  to  relate  pay¬ 
ments  from  the  merged  accounts  to  the  specific  balances  of  appropria¬ 
tions  transferred  to  the  account.  It  is  further  provided,  however,  that 
nothing  in  the  act  shall  be  construed  to  relieve  the  Comptroller 
General  of  his  duty  to  render  decisions  upon  requests  made  pursuant 
to  law,  nor  to  abridge  the  existing  authority  of  the  General  Accounting 
Office  to  settle  and  adjust  claims,  demands,  and  accounts.  The 
agencies  will  be  enabled  under  the  act  to  pay  claims  which  have  here¬ 
tofore  been  settled  by  the  Gen  ere  1  Accounting  Office  solely  because 
they  were  payable  from  lapsed  appropriations.  The  subsection  will 
otherwise  preserve  the  jurisdiction  of  the  General  Accounting  Office, (1 
and  the  Comptroller  General  will  be  able  to  require  that  any  particular  - 
claim  or  classes  of  claims,  such  as  doubtful  claims  or  claims  received 
in  the  administrative  office  more  than  a  specific  number  of  years  after 
the  claim  first  accrued,  be  paid  only  after  settlement  in  the  General 
Accounting  Office  whenever  he  deems  such  action  desirable. 

Section  3 

Subsection  (a)  provides  for  periodic  reviews  of  the  accounts  estab¬ 
lished  pursuant  to  the  Act  by  the  agencies  concerned.  When  such 
reviews  disclose  that  the  undisbursed  balance  exceeds  the  obligated 
balance,  the  amount  of  the  excess  shall  revert,  as  the  case  may  be,  to 
the  general,  special,  or  trust  fund  from  which  derived,  but  if  it  is  found 
on  review  that  the  obligated  balance  exceeds  the  undisbursed  balance, 
the  amount  necessary  to  supply  the  deficiency  may  be  transferred  from 
the  account  currently  available  for  the  same  general  purposes.  Such 
reviews,  together  with  the  transfers  and  withdrawals  found  to  be  neces¬ 
sary,  shall  be  accomplished  at  least  annually  at  the  end  of  the  year. 
Action  taken  pursuant  to  reviews  made  as  of  the  close  of  the  fiscal  year 
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must  be  completed  by  September  30  of  the  following  fiscal  year  and 
ransfers  or  withdrawals  accounted  for  and  reported  as  of  the  close 
of  the  fiscal  year  to  which  the  year-end  review  pertains.  Transfers 
and  withdrawals  made  pursuant  to  reviews  made  at  other  than  the 
close  of  the  fiscal  year  shall  be  accounted  for  and  reported  as  transac¬ 
tions  of  the  fiscal  year  in  which  accomplished. 

Subsection  (b)  authorizes  transfers  from  the  appropriation  cur¬ 
rently  available  for  the  same  general  purposes  whenever  there  are 
insufficient  funds  in  the  account  to  pay  an  obligation.  When  the 
deficiency  is  caused  by  failure  to  collect  receivables,  the  amount  may 
be  returned  to  the  current  appropriation  when  the  receivables  are 
collected.  This  provision  is  made  in  order  that  an  agency  may 
promptly  pay  obligations.  Action  under  this  subsection  would  be 
based  upon  a  comparison  of  the  undisbursed  balances  with  the  amount 
of  vouchers  ready  for  payment,  and  differs  from  subsection  (a), 
which  contemplates  transfer  action  after  a  comparison  of  undisbursecl 
balances  with  net  obligated  balances  (obligations  outstanding  less 
receivables) . 

Subsection  (c)  contemplates  reviews  by  the  Comptroller  General  of 
operations  under  the  act.  Such  reviews  will  include  appraisal  of  the 
unliquidated  obligations  under  the  appropriation  accounts  established 
thereunder  and  the  Comptroller  General’s  findings  will  be  reported  to 
the  head  of  the  agency  concerned,  to  the  Secretary  of  the  Treasury, 
and  to  the  Director  of  the  Bureau  of  the  Budget.  Within  30  days 
following  receipt  of  the  Comptroller  General’s  report,  the  agency  head 
is  required  to  accomplish  the  transfers  or  withdrawals  which  the  report 
indicates  are  necessary,  if  such  transfers  or  withdrawals  have  not 
already  been  made. 

Section  J 

This  section  provides  that  not  later  than  the  fiscal  year  following 
that  in  which  the  act  becomes  effective,  and  under  rules  and  regulations 
prescribed  by  the  Comptroller  General,  the  unexpended  balance  of  the 
appropriation  account  for  payment  of  certified  claims  established 
pursuant  to  section  2  of  the  act  of  July  6, 1949  (31  U.  S.  C.  712b),  shall 
be  disposed  of  in  the  same  manner  as  the  balances  of  appropriations 
available  for  obligation  for  a  definite  period  of  time.  This  will  permit 
payment,  under  the  procedures  established  by  this  act,  and  from  the 
accounts  established  under  this  act,  of  claims  arising  under  appropria¬ 
tions  for  fiscal  years  prior  to  1954,  the  first,  year  to  be  covered  by  this 
act. 

Section  5 

This  section  authorizes  the  transfer  of  amounts  pursuant,  to  sec¬ 
tion  1  of  the  act  from  nonrecurring  or  discontinued  fiscal  year  appro¬ 
priations  to  one  or  more  appropriation  accounts  at,  the  discretion  of  the 
head  of  the  agency  concerned.  An  example  of  the  type  of  annual 
appropriation  covered  by  this  section  would  be  “Salaries  and  expenses, 
Civil  Aeronautics  Administration”  for  the  fiscal  year  1955,  which  was 
eliminated  in  the  fiscal  year  1956  as  a  result  of  realinement  of  the 
agency’s  appropriation  structure.  It  is  contemplated  that,  such  mer¬ 
gers  would  follow  generally  the  budget  presentation;  that  is,  where  a 
discontinued  title  is  merged  with  a  new  title  in  the  budget,  the  account 
would  similarly  be  merged;  where  a  discontinued  title  is  merged  with 
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another  discontinued  title  in  the  budget,  the  accounting  practice  would 
follow  accordingly. 

Section  6 

This  section  authorizes  the  withdrawal  or  reversion,  as  the  case 
may  be,  of  unobligated  balances  of  no-year  appropriations  whenever 
the  head  of  the  agency  concerned  shall  determine  that  the  purpose  for 
which  the  appropriation  was  made  has  been  fulfilled  or,  in  any  event, 
whenever  disbursements  have  not  been  made  against  the  appropria¬ 
tion  for  2  consecutive  fiscal  years.  Authority  is  granted  for  the  res¬ 
toration  of  any  amounts  heretofore  or  hereafter  withdrawn  for  the 
payment  of  obligations  and  the  settlement  of  accounts,  but  it  is  con¬ 
templated  that  restorations  would  not  be  needed  frequently. 

Section  7 

This  section  provides  for  the  repeal  of  certain  provisions  of  law 
which  no  longer  will  be  necessary  because  of  the  enactment  of  this  act. 
These  are: 

(a)  The  proviso  under  the  heading  “Payment  of  Certified  Claims” 
in  the  act  of  April  25,  1945  (59  Stat.  90  (31  U.  S.  C.  690)).  This 
provides  that  collections  otherwise  to  be  deposited  to  the  credit  of 
a  lapsed  appropriation  shall  be  deposited  into  the  Treasury  as  mis¬ 
cellaneous  receipts.  Under  the  procedure  proposed  in  the  bill,  such 
collections  will  be  deposited  to  the  credit  of  the  appropriation  account 
which  has  received  the  balance  of  the  appropriation  to  which  the 
collection  would  otherwise  be  credited. 

(b)  Section  2  of  the  act  of  July  6,  1949  (63  Stat.  407  (31  U.  S.  C. 
712b)).  This  section  established  the  consolidated  appropriation 
account  for  “Payment  of  certified  claims.”  The  consolidated  appro¬ 
priation  accounts  established  pursuant  to  this  act  will  be  available  for 
payment  of  claims  for  which  this  account  was  established.  However, 
in  order  to  permit  final  settlement  of  claims  now  in  process  under 
existing  procedures,  this  repeal  would  not  be  effective  until  June  30, 
1957.  On  or  before  that  date,  the  balance  in  the  existing  consolidated 
account  will  be  transferred  to  the  accounts  established  under  this  act. 

(c)  The  paragraph  under  the  heading  “Payment  of  Certified  Claims” 
in  the  act  of  June  30,  1949  (63  Stat.  358  (31  U.  S.  C.  712c)).  This 
paragraph  provides  a  permanent  appropriation  for  payment  of  claims 
(not  to  exceed  $500  in  any  one  case)  which  would  otherwise  be  charge¬ 
able  to  lapsed  appropriations.  Tbe  need  for  this  appropriation  was 
eliminated  by  the  act  of  July  6,  1949  (63  Stat.  407  (31  U.  S.  C.  712b)), 
and  the  appropriation  will  not  be  used  under  the  procedures  estab¬ 
lished  by  this  act. 

(d)  Section  5  of  the  act  of  March  3,  1875  (18  Stat.  418  (31  PL  S.  C. 
713a)).  This  provision  authorizes  the  Secretary  of  the  Treasury  to 
make  certain  entries  on  the  books  of  the  Department  to  effect  settle¬ 
ment  of  accounts  of  disbursing  officers  involving  appropriations  carried 
to  the  “surplus  fund.”  The  accounts  established  by  this  act  will 
hereafter  be  available  without  fiscal  year  limitation  for  such  purposes. 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended  (31  U.  S.  C. 
715).  This  provision  permits  balances  of  appropriations  which  have 
remained  on  the  books  of  the  Treasury  without  being  drawn  against 
for  2  vears  to  be  closed  if  it  appears  that  the  balance  will  not  be 
required  in  the  settlement  of  any  accounts  pending  in  the  General 
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Accounting  Office.  This  section  is  superseded  by  section  6  of  this 
act. 

(f)  This  subsection,  effective  June  30,  1957,  repeals  any  provision 
of  law  making  an  appropriation  available  for  expenditure  for  any 
period  beyond  that  for  which  it  is  available  for  obligation,  except 
those  contained  in  appropriation  acts  for  the  fiscal  years  1956  and  1957. 
Thus,  in  the  absence  of  any  exceptions  in  the  appropriation  acts  for 
the  fiscal  years  1956  and  1957  or  in  provisions  of  law  hereafter  enacted, 
all  appropriations  available  for  obligation  for  a  definite  period  of  time 
after  June  30,  1957,  shall  expire  for  expenditure  purposes  at  the  same 
time  they  expire  for  obligation  purposes  and  subsequent  expenditures 
will  be  made  from  the  accounts  established  pursuant  to  this  act. 

Section  8 

This  section  excludes  the  District  of  Columbia  from  the  provisions 
of  this  act,  as  well  as  appropriations  disbursed  by  the  Secretary  of  the 
Senate  and  the  Clerk  of  the  House  of  Representatives. 

Section  9 

This  section  authorizes  the  inclusion  in  appropriation  acts  of  pro¬ 
visions  excepting  any  appropriation  or  appropriations  from  the  opera¬ 
tion  of  the  provisions  of  this  act  and  the  fixing  of  the  period  for  which 
such  appropriation  or  appropriations  shall  remain  available  for  ex¬ 
penditure. 

AGENCY  COMMENTS 

Executive  Office  of  the  Pbesident, 

Bureau  of  the  Budget, 
Washington  25,  D.  C.,  March  16,  1956. 

Hon.  John  F.  Kennedy, 

Chairman,  Subcommittee  on  Reorganization, 

Committee  on  Government  Operations , 

United  States  Senate,  Washington  25,  D.  C. 

My  Dear  Mr.  Chairman:  In  response  to  conversations  which 
staff  of  the  Bureau  have  had  with  staff  of  your  committee,  we  are 
submitting  views  and  comments  on  S.  3362,  a  bill  to  simplify  account¬ 
ing,  facilitate  the  payment  of  obligations,  and  for  other  purposes. 

This  bill  would  substantially  carry  out  the  objectives  of  recommen¬ 
dations  Nos.  17  and  18  of  the  Commission  on  Organization  of  the 
Executive  Branch  of  the  Government  in  its  report  on  budget  and 
accounting. 

We  heartily  endorse  the  objectives  of  the  bill  which  would  bring 
about  improvements  and  simplifications  in  accounting  and  in  the 
procedure  for  the  payment  of  obligations  against  expired  appropria¬ 
tions.  More  specifically,  some  of  the  major  benefits  which  would 
result  from  the  bill  are  as  follows: 

1.  At  the  present  time  accounts  payable  relating  to  obligations 
incurred  under  appropriations  which  expired  for  obligation  purposes 
more  than  2  years  earlier  are  examined  both  by  the  agency  concerned 
and  by  the  General  Accounting  Office  before  payment  is  made.  The 
bill  would  authorize  the  Comptroller  General  to  prescribe  by  regula¬ 
tions  the  conditions  under  which  such  payments  may  be  made  without 
prior  review  by  the  General  Accounting  Office.  This  would  bring 
about  savings  by  eliminating  the  duplicate  review.  Also  payments 
could  be  made  more  promptly. 
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2.  The  entire  balance  of  each  appropriation  (both  the  obligated 
and  the  unobligated  portion)  is  now  carried  in  the  ^accounts  of  the 
agencies  for  2  years  after  the  appropriation  expires  for  obligation 
purposes.  Under  the  bill  the  unobligated  balances  remaining  at  the 
close  of  each  fiscal  year  would  be  withdrawn  from  expired  appropri¬ 
ations  within  3  months  thereafter,  thus  reducing  the  carryover  of 
unexpended  balances. 

3.  Individual  appropriation  accounts  are  now  kept  by  the  agencies 
on  a  formal  basis  for  2  years  after  the  appropriations  expire  for 
obligation  purposes  and  thereafter  for  at  least  8  more  years  on  a 
memorandum  basis.  In  addition,  after  2  years,  the  General  Account¬ 
ing  Oflice  maintains  the  individual  appropriation  accounts  in  order 
to  see  that  there  are  available  appropriation  balances  before  claims 
are  certified  for  payment.  This  bill  would  bring  about  a  large 
reduction  in  the  number  of  accounts  to  be  maintained  both  by  the 
agencies  and  by  the  General  Accounting  Office.  Under  its  provisions 
the  obligated  balances  of  expired  accounts  for  prior  years  for  the  A 
same  general  purposes  would  be  merged  so  that  usually  each  current  ™ 
year  appropriation  account  would  have  a  counterpart  for  prior  year 
items.  For  the  General  Accounting  Office  alone,  it  is  estimated  that 
about  35,000  accounts  could  be  eliminated. 

4.  Under  present  practices  payments  made  from  appropriations 
which  have  expired  for  obligation  purposes  for  more  than  2  years  are 
charged  as  expenditures  to  the  certified  claims  account  maintained 
by  the  Treasury  Department.  The  result  is  that  such  expenditures 
are  reported  as  expenditures  of  the  Treasury  Department  although 
the  benefits  were  received  by  other  agencies.  Thus  several  hundred 
millions  of  dollars  are  budgeted  and  reported  as  a  cost  of  the  function 
of  General  Government  when  actually  a  large  part  of  this  amount 
is  for  major  national  security  and  other  functions.  The  bill  would 
correct  this  situation.  Expenditures  would  be  recorded  and  reported 
by  the  individual  agencies  and  for  the  functions  which  received  the 
benefits. 

5.  The  bill  provides  that  the  Comptroller  General  shall,  in  connec¬ 

tion  with  his  audit  responsibilities,  make  an  appraisal  of  the  unliqui¬ 
dated  obligations.  This  emphasizes  the  importance  of  the  independent 
review  by  the  Comptroller  General  in  order  to  verify  the  accuracy  of 
the  accounts.  ™ 

In  the  interests  of  clarifying  and  otherwise  improving  the  bill,  we 
would  suggest  consideration  of  the  following  amendments: 

1.  Delete  the  words  “except  as  otherwise  provided  by  law”  on 
page  1,  line  3,  and  in  lieu  thereof  add  the  following  new  paragraph  to 
the  repeals  on  page  7,  section  7 : 

“(f)  Any  provisions  (except  those  contained  in  appropriation  acts 
for  the  fiscal  years  1956  and  1957)  permitting  an  appropriation  to 
remain  available  for  expenditure  for  any  period  beyond  that  for  which 
it  is  available  for  obligation,  but  this  subsection  shall  not  be  effective 
until  June  30,  1957.” 

At  the  present  time  there  are  some  cases  where  existing  provisions 
of  substantive  law  continue  the  availability  of  appropriations  for  ex¬ 
penditure  purposes  for  periods  longer  than  the  normal  2-year  period 
after  the  period  for  which  the  appropriations  are  made.  It  is  desir¬ 
able,  therefore,  to  bring  such  appropriations  under  the  provisions  of 
this  bill  in  order  to  provide  the  authority  to  make  payments  subse¬ 
quently.  An  example  is  the  provision  for  certain  research  appropri- 
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ations  in  the  Agricultural  Marketing  Act  of  1946.  The  language, 
which  we  suggest  for  deletion  above,  would  exempt  such  cases  from 
the  provisions  of  the  bill  whereas  the  substitute  would  embrace  such 
cases  within  the  terms  of  the  bill  by  repealing  the  special  provisions 
providing  extended  availability  for  expenditure.  Like  the  provision 
repealing  the  general  authorization  for  extended  availability  for  ex¬ 
penditure  (subsec.  (b)  of  sec.  7),  the  suggested  language  would  not  be 
effective  until  June  30,  1957.  However,  the  suggested  language  would 
not  repeal  provisions  for  extended  expenditure  availability  contained 
in  1956  or  1957  appropriation  acts,  but  would  leave  the  matter  of 
extended  expenditure  availability  for  these  appropriations  to  be  con¬ 
sidered  individually  in  acting  on  1958  budget  estimates  and  appro¬ 
priation  acts. 

2.  Delete  the  word  “activity”  on  page  1,  line  8,  and  substitute 
“agency  or  subdivision  thereof.”  We  believe  the  substitute  would 
clarify  the  meaning. 

3.  On  page  2,  lines  22  and  23,  delete  the  words  “as  of  the  close  of 
the  fiscal  year”  and  insert  the  same  words  after  the  word  “account” 
on  page  2,  line  20.  This  change  wovdd  clarify  the  point  that  the 
reviews  of  the  accounting  records  required  by  section  1311  and  the 
related  reports  pertain  only  to  the  obligated  balance  as  of  the  close 
of  the  fiscal  year. 

4.  Delete  the  words  “required  pursuant  to  subsection  (a)  ”  on  page  3, 
lines  10  and  11,  and  substitute  “made  pursuant  to  subsections  (a) 
and  (b).”  This  would  make  it  clear  that  September  30  is  intended 
as  the  final  closing  date  for  action  to  be  taken  under  section  1  (d). 

5.  Delete  the  words  “activity  responsible  for  the  liquidation  of  the 
obligations  chargeable  to  such  accounts”  on  page  4,  lines  7  and  8, 
and  substitute  “agency  concerned.”  We  believe  “agency”  would  bo 
more  meaningful  than  “activity”  and  that  the  remainder  of  the  clause 
is  not  necessary. 

6.  Delete  the  word  “activity”  on  page  6,  line  9,  and  substitute 
“agency  or  subdivision  thereof”  for  the  reason  noted  in  2  above. 

7.  Delete  the  words  “or  will  not  be  undertaken  or  continued”  on 
page  6,  lines  16  and  17.  These  words  might  carry  the  implication 
that  the  heads  of  the  agency  concerned  could  determine  whether  or 
not  to  carry  out  work  specifically  authorized  by  the  Congress. 

8.  On  page  7,  add  the  following  new  section: 

“Sec.  9.  The  inclusion  in  appropriation  acts  of  provisions  excepting 
any  appropriation  or  appropriations  from  the  operation  of  the  provi¬ 
sions  of  this  Act  and  fixing  the  period  for  which  such  appropriation 
or  appropriations  shall  remain  available  for  expenditure  is  hereby 
authorized.” 

This  new  section  provides  that  the  Congress  may  consider  each  year 
the  desirability  of  exempting  any  appropriation  or  appropriations 
from  the  provisions  of  this  bill  and  so  provide  in  appropriation  acts 
without  such  provisions  being  subject  to  a  point  of  order. 

The  amendments  suggested  above  have  been  discussed  with  stafl  of 
the  Treasury  Department  and  the  General  Accounting  Office,  who 
concur  therein.  With  these  amendments,  we  strongly  recommend  the 
enactment  of  S.  3362,  which  would  improve  fiscal  operations  and  bring 
about  economies. 

Sincerely  yours, 

Percival  Brundage, 

Acting  Director. 
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Treasury  Department, 
Washington,  March  19,  1956. 

Hon.  John  L.  McClellan, 

Chairman,  Committee  on  Government  Operations, 

United  States  Senate,  Washington  25,  D.  C. 

My  Dear  Mr.  Chairman  :  Reference  is  made  to  your  letter  request¬ 
ing  the  views  of  the  Treasury  Department  on  S.  2678,  a  bill  relating 
to  the  payment  of  certain  claims  against  the  Government  where  the 
appropriations  therefor  have  lapsed. 

S.  2678  is  intended  to  implement  recommendation  No.  18  of  the 
Report  on  Budget  and  Accounting  of  the  Commission  on  Organization 
of  the  Executive  Branch  of  the  Government,  and  would  permit  pay¬ 
ment  by  any  executive  department  or  agency  of  a  claim  against  it 
with  respect  to  which  the  appropriation  therefor  has  lapsed,  without 
prior  review  and  settlement  by  the  General  Accounting  Office.  The 
Treasury  Department  is  very  much  in  accord  with  the  objectives 
of  this  bill,  but  would  like  to  see  provision  made  also  for  certain  related 
accounting  procedures.  The  Bureau  of  the  Budget,  the  General 
Accounting  Office  and  the  Treasury  Department  have  studied  the 
situation  and,  in  cooperation  with  the  staff  of  your  committee,  de¬ 
veloped  a  draft  of  a  bill  to  be  proposed  as  a  substitute  for  S.  2678. 
This  culminated  in  the  provisions  of  S.  3362,  also  pending  in  your 
committee,  which  is  intended  to  implement  both  recommendations 
No.  17  and  No.  18  in  the  Report  on  Budget  and  Accounting  of  the 
Commission  on  Organization  of  the  Executive  Branch  of  the  Govern¬ 
ment,  and  the  Treasury  Department  would  prefer  to  see  this  bill 
enacted. 

Further  joint  consideration  has  been  given  to  certain  technical 
amendments  to  S.  3362  in  the  interest  of  clarification,  which  are  being 
presented  by  the  Bureau  of  the  Budget.  With  these  amendments,  the 
Treasury  Department  strongly  recommends  the  enactment  of  S.  3362, 
which  would  simplify  the  payment  of  claims,  facilitate  accounting  for 
expenditures  against  expired  appropriations,  and  improve  government¬ 
wide  accounting  and  financial  reporting  of  receipts  and  expenditures. 

The  Department  lias  been  advised  by  the  Bureau  of  the  Budget  that 
there  is  no  objection  to  the  submission  of  this  report  to  your  committee. 

Very  truly  yours, 


W.  Randolph  Burgess, 
Acting  Secretary  of  the  Treasury. 


Statement  of  Robert  F.  Keller,  Assistant  to  the  Comptroller 
General,  Before  the  Reorganization  Subcommittee  of  the 
Senate  Committee  on  Government  Operations  on  S.  3362 

Mr.  Chairman  and  members  of  the  subcommittee:  We  appreciate 
the  opportunity  to  appear  before  you  to  discuss  S.  3362  which,  if 
enacted,  will  bring  about  substantial  accounting  improvements  in 
the  Government  and  will  greatly  simplify  and  facilitate  the  payment 
of  amounts  due  to  creditors  of  the  Government  which  are  chargeable 
to  lapsed  appropriations. 

The  Hoover  Commission,  in  its  report  on  budget  and  accounting, 
made  two  recommendations  in  the  particular  area  covered  by  S.  3362. 
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These  are: 

Recommendation  No.  17:  “That  each  department  and  agency 
be  authorized  to  maintain  a  single  account  under  each  appropria¬ 
tion  title  or  fund  for  controlling  the  amount  available  for  the 
liquidation  of  valid  obligations.” 

and 

Recommendation  No.  18:  “That  vouchers  which  are  otherwise 
valid  but  as  to  which  appropriations  have  lapsed  should  not  be 
referred  as  ‘  claims’  to  the  General  Accounting  Office  but  should 
be  settled  within  the  agencies.” 

S.  3362  will  substantially  carry  out  the  objectives  of  recommenda¬ 
tions  Nos.  17  and  18,  the  only  essential  difference  being  that 
obligated  balances  for  prior  years  would  be  consolidated  in  separate 
accounts,  rather  than  brought  forward  to  the  current  appropriation 
accounts  of  the  agencies. 

S.  3362  authorizes  the  agencies  of  the  Government  to  pay  undis¬ 
puted  bills  chargeable  to  lapsed  appropriations  in  precisely  the  same 
ma,nner  as  bills  payable  from  currently  available  appropriations.  This 
objective  will  be  accomplished  by  repealing  existing  requirements 
that  all  obligations  chargeable  to  lapsed  appropriations  shall  be  cer¬ 
tified  by  the  General  Accounting  Office  in  advance  of  payment;  by 
permitting  agencies  to  retain  obligated  balances  of  appropriations 
made  to  them;  and  by  granting,  under  regulations  to  be  prescribed 
by  the  Comptroller  General,  authority  to  the  agencies  to  pay  prior- 
year  obligations  from  the  retained  balances  through  regular  disbursing 
channels. 

In  the  event  S.  3362  is  enacted,  it  is  estimated  that  from  40,000  to 
50,000  cases  a  year  which  under  present  law  are  required  to  be  proc¬ 
essed  by  the  General  Accounting  Office  can  be  paid  directly  by  the 
agencies.  As  a  result,  claims  adjudicators  and  supporting  personnel 
of  the  General  Accounting  Office  now  engaged  in  such  work  will  be 
available  for  assignment  to  more  productive  work.  Paperwork  and 
time  lags  will  be  substantially  reduced.  In  addition,  the  General 
Accounting  Office  will  be  able  to  discontinue  the  maintenance  of  ap¬ 
proximately  35,000  detailed  ledgers  of  accounts  pertaining  to  lapsed 
appropriations. 

The  bill  will  not  affect  the  responsibility  of  the  General  Accounting 
Office  to  adjudicate  claims  involving  doubtful  questions  of  law  or 
fact.  Such  claims  will  continue  to  be  sent  to  the  General  Accounting 
Office  for  settlement. 

In  addition,  the  proposed  legislation  will  reduce  the  carryover  of 
unexpended  balances  in  appropriations.  At  present,  the  entire 
balance  of  each  annual  appropriation  is  carried  in  the  account  of  the 
agency  for  2  years  after  the  appropriation  is  no  longer  available 
for  obligation  purposes.  Under  the  provisions  of  S.  3362,  the 
obligated  balance  of  an  appropriation  will  be  transferred  to  an  appro¬ 
priation  account  consisting  of  the  obligated  balances  of  all  prior 
appropriations  granted  for  the  same  general  purpose.  The  unob¬ 
ligated  balance  will  revert  to  the  general  fund  of  the  Treasury.  These 
transfers  will  be  based  on  reports  of  obligated  balances  which  all 
agencies  are  now  required  to  make  under  the  provisions  of  section 
1311  of  the  Supplemental  Appropriation  Act,  1955. 
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It  is  recognized  that  it  is  not  always  possible  to  report  obligated 
balances  of  appropriations  with  precise  accuracy,  due  to  occurrences 
which  may  come  about  after  the  reporting  date.  Amounts  ultimately 
required  for  liquidation  of  obligations  may  fluctuate.  However,  the 
agencies  will  be  able  to  utilize  the  savings  resulting  from  excess  obli¬ 
gations  to  offset  amounts  underobligated.  This  feature,  together  with 
the  authorization  in  section  3  of  the  bill,  to  use  currently  available 
appropriations  when  necessary  to  meet  obligations  against  prior  years 
appropriations,  should  afford  sufficient  latitude  to  the  agencies  to  effect 
payments  to  creditors  without  undue  delay. 

An  additional  benefit  will  be  afforded  by  the  bill.  At  present, 
liquidations  of  outstanding  obligations  against  lapsed  appropriations 
are  budgeted  and  recorded  as  expenditures  of  the  Treasury  Depart¬ 
ment  rather  than  of  the  agencies  who  received  the  goods  and  services. 
This  procedure  overstates  the  expenditures  of  the  Treasury  and  under¬ 
states  the  expenditures  of  the  agencies  which  incurred  the  obligations 
by  several  hundred  millions  of  dollars  each  year.  Under  S.  3362  such^ 
expenditures  will  be  recorded  and  reported  as  expenditures  of  the™ 
individual  agencies  who  received  the  goods  or  services. 

It  is  understood  that  the  Bureau  of  the  Budget  has  suggested 
amendments  to  S.  3362.  These  amendments  are  for  the  most  part 
technical.  They  have  been  discussed  with  us  and  we  concur  with 
the  Bureau  in  recommending  their  favorable  consideration. 

We  fully  endorse  the  provisions  of  S.  3362,  together  with  the 
amendments  offered  by  the  Bureau  of  the  Budget  and  urge  favorable 
consideration  of  the  legislation  by  the  Congress. 

Changes  in  Existing  Law 

In  compliance  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as 
reported,  are  shown  as  follows: 

existing  law 

(Title  31,  sec.  712b,  U.  S.  C.) 

Unless  a  longer  period  of  avail¬ 
ability  for  expenditure  is  spe¬ 
cifically  provided  in  an  appropria¬ 
tion  or  other  law,  on  July  1  in 
each  year  the  unexpended  balances 
of  all  appropriations  which  shall 
have  remained  upon  the  books  of 
the  Government  for  two  fiscal 
years  following  the  fiscal  year  or 
years  for  which  appropriated  shall 
lapse  and  the  Secretary  of  the 
Treasury  shall  cause  such  balances 
to  be  transferred  to  a  consolidated 
appropriation  account,  to  be 
known  as  “Payment  of  certified 
claims,”  and  such  funds  shall  re¬ 
main  available  until  expended 


PENDING  BILL 

That,  (a)  the  account  for  each 
appropriation  available  for  obliga¬ 
tion  for  a  definite  period  of  fund 
shall,  upon  the  expiration  of  such 
period,  be  closed  as  follows: 

(1)  The  obligated  balance  shall 
be  transferred  to  an  appropria¬ 
tion  account  of  the  agency  or 
subdivision  thereof  responsible  for 
the  liquidation  of  the  obligations, 
in  which  account  shall  be  merged 
the  amounts  so  transferred  from 
all  appropriation  accounts  for  the 
same  general  purposes;  and 

(2)  The  remaining  balance  shall 
be  withdrawn  and,  if  the  appropri¬ 
ation  was  derived  in  whole  or  in 
part  from  the  general  fund,  shall 
revert  to  such  fund,  but  if  the 
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for  the  payment  of  claims,  within 
the  limits  of  and  chargeable  to  the 
respective  balances  of  any  lapsed 
appropriations,  which  may  be 
certified  by  the  Comptroller  Gen¬ 
eral  of  the  United  States  to  be 
lawfully  due:  Provided,  That  this 
section  shall  not  apply  to  per¬ 
manent  specific  appropriations  or 
appropriations  for  rivers  and  har¬ 
bors,  lighthouses,  or  public  build¬ 
ings  (which  shall  continue 
available  until  otherwise  ordered 
by  the  Congress)  or  to  appropria¬ 
tions  for  the  Post  Office  Depart¬ 
ment  or  the  postal  service:  Pro¬ 
vided  further,  That  on  July  1  of 
each  year,  all  funds  in  the  appro¬ 
priation  account  "Payment  of 
certified  claims,”  certified  by  the 
Comptroller  General  of  the  United 
States  as  not  required  for  the 
payment  of  claims  thereunder, 
shall  be  carried  to  the  surplus 
fund  of  the  Treasury. 
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appropriation  was  derived  solely 
from  a  special  or  trust  fund,  shall 
revert,  unless  otherwise  provided 
by  law,  to  the  fund  from  which 
derived:  Provided,  That  when 
it  is  determined  necessary  by  the 
head  of  the  agency  concerned 
that  a  portion  of  the  remaining 
balance  withdrawn  is  required 
to  liquidate  obligations  and  efFect 
adjustments,  such  portion  of  the 
remaining  balance  may  be  restored 
to  the  appropriate  account  estab¬ 
lished  pursuant  to  this  Act:  Pro¬ 
vided  further,  That  the  head  of  the 
agency  concerned  shall  make  a 
report  with  respect  to  each  such 
restoration  to  the  chairman  of  the 
Committees  on  Appropriations  of 
the  Senate  and  the  House  of 
Representatives,  to  the  Comptrol¬ 
ler  General  of  the  United  States 
and  to  the  Director  of  the  Bureau 
of  the  Budget. 

(b)  The  transfers  and  withdraw¬ 
als  required  by  subsection  (a)  of 
this  section  shall  be  made — 

(1)  not  later  than  Septem¬ 
ber  30  of  the  fiscal  year 
immediately  following  the 
fiscal  year  in  which  the  period 
of  availability  for  obligation 
expired,  in  the  case  of  an 
appropriation  available  both 
for  obligation  and  disburse¬ 
ment,  on  or  after  the  date 
of  approval  of  this  Act;  or 

(2)  not  later  than  Septem¬ 
ber  30  of  the  fiscal  year 
immediately  following  the 
fiscal  year  in  which  this  Act 
is  approved,  in  the  case  of 
an  appropriation  which,  on 
the  date  of  approval  of  this 
Act,  is  available  only  for 
disbursement. 

(c)  For  the  purposes  of  this 
Act,  the  obligated  balance  of  an 
appropriation  account  as  of  the 
close  of  the  fiscal  year  shall  be 
the  amount  of  unliquidated  obli¬ 
gations  applicable  to  such  appro- 
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priation  less  the  amount  collectible 
as  repayments  to  the  appropria¬ 
tion  as  reported  pursuant  to  sec¬ 
tion  1311  (b)  of  the  Supplemental 
Appropriation  Act,  1955  (68  Stat. 

(Title  31,  sec.  690,  U.  S.  C.)  830;  31  U.  S.  C.  200  (b)).  Col¬ 

lections  authorized  to  be  credited 
Any  collection  which  otherwise  to  an  appropriation  but  not  re¬ 
mould  be  for  depositing  to  the  ceived  until  after  the  close  of 
credit  of  an  appropriation  where  the  fiscal  year  in  which  such 
such  appropriation  has  lapsed  and  appropriation  expires  for  obliga- 
the  balance  reverted  to  the  surplus  tion  shall,  unless  otherwise  author- 
fund  shall  be  deposited  for  cover-  ized  by  law,  be  credited  to  the 
ing  into  the  general  fund  of  the  appropriation  account  into  which 
Treasury  as  miscellaneous  receipts,  the  obligated  balance  has  been 

or  will  be  transferred,  pursuant 
to  subsection  (a)  (1),  except  that 
collections  made  by  the  General 
Accounting  Office  for  other  Gov¬ 
ernment  agencies  may  be  de¬ 
posited  into  the  Treasury  as 
miscellaneous  receipts. 

(d)  The  transfers  and  with¬ 
drawals  made  pursuant  to  sub¬ 
sections  (a)  and  (b)  of  this  section 
shall  be  accounted  for  and  re¬ 
ported  as  of  the  fiscal  year  in 
which  the  appropriations  con¬ 
cerned  expire  for  obligation,  except 
that  such  transfers  of  appropria¬ 
tions  described  in  subsection  (b) 
(2)  of  this  section  shall  be  ac¬ 
counted  for  and  reported  as  of  tho 
fiscal  year  in  which  this  Act  is 
approved. 

Sec.  2.  Each  appropriation  ac¬ 
count  established  pursuant  to  this 
Act  shall  be  accounted  for  as  one 
fund  and  shall  be  available  without 
fiscal  year  limitation  for  payment 
of  obligations  chargeable  against 
any  of  the  appropriations  from 
which  such  account  was  derived. 
Subject  to  regulations  to  be  pre¬ 
scribed  by  the  Comptroller  Gen¬ 
eral  of  the  United  States,  payment 
of  such  obligations  may  be  made 
without  prior  action  by  the  Gen¬ 
eral  Accounting  Office,  but  nothing 
contained  in  this  Act  shall  be  con¬ 
strued  to  relieve  the  Comptroller 
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General  of  the  United  States  of  his 
duty  to  render  decisions  upon  re¬ 
quests  made  pursuant  to  law  or  to 
abridge  the  existing  authority  of 
the  General  Accounting  Office  to 
settle  and  adjust  claims,  demands, 
and  accounts. 

Sec.  3.  (a)  Appropriation  ac¬ 
counts  established  pursuant  to  this 
Act  shall  be  reviewed  periodically 
but  at  least  once  each  fiscal  year, 
by  each  agency  concerned.  If  the 
undisbursed  balance  in  any  ac¬ 
count  exceeds  the  obligated  bal¬ 
ance  pertaining  thereto,  the 
amount  of  the  excess  shall  be  with¬ 
drawn  in  the  manner  provided  by 
section  1  (a)  (2)  of  this  Act;  but  if 
the  obligated  balance  exceeds  the 
undisbursed  balance,  the  amount 
of  the  excess  may  be  transferred 
to  such  account  from  the  appro¬ 
priation  currently  available  for  the 
same  general  purposes.  A  review 
shall  be  made  as  of  the  close  of 
each  fiscal  year  and  the  transfers 
or  withdrawals  required  by  this 
section  accomplished  not  later 
than  September  30  of  the  follow¬ 
ing  fiscal  year,  but  the  transactions 
shall  be  accounted  for  and  reported 
as  of  the  close  of  the  fiscal  year  to 
which  such  review  pertains.  A 
review  made  as  of  any  other  date 
for  which  transfers  or  withdrawals 
are  accomplished  after  Septem¬ 
ber  30  in  any  fiscal  year  shall  be 
accounted  for  and  reported  as 
transactions  of  the  fiscal  year  in 
which  accomplished. 

(b)  Whenever  a  payment 
chargeable  to  an  appropriation 
account  established  pursuant  to 
this  Act  would  exceed  the  undis¬ 
bursed  balance  of  such  account, 
the  amount  of  the  deficiency  may 
be  transferred  to  such  account 
from  the  appropriation  currently 
available  for  the  same  general 
purposes.  Where  such  deficiency 
is  caused  by  the  failure  to  collect 
repayments  to  appropriations 
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merged  with  the  appropriation 
account  established  pursuant  to 
this  Act,  the  amount  of  the  defi¬ 
ciency  may  be  returned  to  such 
current  appropriation  if  the  re¬ 
payments  are  subsequently  col¬ 
lected  during  the  same  fiscal  year. 

(c)  In  connection  with  his  audit 
responsibilities,  the  Comptroller 
General  of  the  United  States  shall 
report  to  the  head  of  the  agency 
concerned,  to  the  Secretary  of  the 
Treasury,  and  to  the  Director  of 
the  Bureau  of  the  Budget,  re¬ 
specting  operations  under  this^ 
Act,  including  an  appraisal  of  the^i 
unliquidated  obligations  under  the 
appropriation  accounts  established 
by  this  Act.  Within  thirty  da}rs 
after  receipt  of  such  report,  the 
agency  concerned  shall  accomplish 
any  actions  required  by  subsec¬ 
tion  (a)  of  this  section  which  such 
report  shows  to  be  necessary. 

Sec.  4.  During  the  fiscal  year 
following  the  fiscal  year  in  which 
this  Act  becomes  effective,  and 
under  rules  and  regulations  to  be 
prescribed  by  the  Comptroller 
General  of  the  United  States,  the 
•undisbursed  balance  of  the  appro¬ 
priation  account  for  payment  of 
certified  claims  established  pur¬ 
suant  to  section  2  of  the  Act  of 
July  6,  1949  (63  Stat.  407;  31  ( 
U.  S.  C.  712b),  shall  be  closed  in> 
the  manner  provided  in  section 
1  (a)  of  this  Act. 

Sec.  5.  The  obligated  balances 
of  appropriations  made  available 
for  obligation  for  definite  periods 
of  time  under  discontinued  appro¬ 
priation  heads  may  be  merged  in 
the  appropriation  accounts  pro¬ 
vided  for  by  section  1  hereof,  or 
in  one  or  more  other  accounts  to 
be  established  pursuant  to  this 
Act  for  discontinued  appropria¬ 
tions  of  the  agency  or  subdivision 
thereof  currently  responsible  for 
the  liquidation  of  the  obligations. 
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(Title  31,  sec.  715,  U.  S.  C.) 

All  balances  of  appropriations 
which  shall  have  remained  on  the 
books  of  the  Treasury,  without 
being  drawn  against  in  the  settle¬ 
ment  of  accounts,  for  two  years 
from  the  date  of  the  last  appro¬ 
priation  made  by  law,  shall  be 
reported  by  the  Secretary  of  the 
Treasury  to  the  General  Account¬ 
ing  Office,  the  proper  officer  of 
which  shall  examine  the  books  of 
such  office,  and  certify  to  the 
Secretary  whether  such  balances 
^vill  be  required  in  the  settlement 
hf  any  accounts  pending  in  such 
office;  and  if  it  appears  that  such 
balances  will  not  be  required  for 
this  purpose,  then  the  Secretary 
may  include  such  balances  in  his 
surplus-fund  warrant,  whether  the 
head  of  the  proper  department 
shall  have  certified  that  it  may  be 
carried  into  the  general  Treasury 
or  not.  But  no  appropriation  for 
|  the  payment  of  the  interest  or 
principal  of  the  public  debt,  or  to 
which  a  longer  duration  is  given 
by  law,  shall  be  thus  treated. 

(Title  31,  sec.  713a,  U.  S.  C.) 

Whenever  it  may  be  necessary 
in  the  settlement  of  the  accounts 
of  disbursing  officers  of  the  Gov- 
l  }rnment  for  expenditures  already 
made  in  pursuance  of  law,  to  use 
appropriations  carried  to  the  sur¬ 
plus  fund  under  section  713  of 
this  tide  the  Secretary  of  the 
Treasury  is  authorized  to  make 
the  necessary  entries  on  the  books 
of  the  Department  to  effect  such 
settlements:  Provided ,  That  such 
entries  shall  not  involve  the  ex¬ 
penditure  of  any  moneys  from 
the  Treasury. 

I 
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Sec.  6.  The  unobligated  bal¬ 
ances  of  appropriations  which  are 
not  limited  to  a  definite  period  of 
time  shall  be  withdrawn  in  the 
manner  provided  in  section  1  (a) 
(2)  of  this  Act  whenever  the  head 
of  the  agency  concerned  shall 
determine  that  the  purpose  for 
which  the  appropriation  was  made 
has  been  fulfilled;  or,  in  any 
event,  whenever  disbursements 
have  not  been  made  against  the 
appropriation  for  two  full  con¬ 
secutive  fiscal  years:  Provided , 
That  amounts  of  appropriations 
not  limited  to  a  definite  period  of 
time  which  are  withdrawn  pur¬ 
suant  to  this  section  or  were 
heretofore  withdrawn  from  the 
appropriation  account  by  admin¬ 
istrative  action  may  be  restored 
to  the  applicable  appropriation 
account  for  the  payment  of  obli¬ 
gations  and  for  the  settlement  of 
accounts. 


Sec.  7.  The  following  provisions 
of  law  are  hereby  repealed. 

(a)  The  proviso  under  the  head¬ 
ing  “Payment  of  certified  claims” 
in  the  Act  of  April  25,  1945  (59 
Stat.  90;  31  U.  S.  C.  690); 
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(Title  31,  sec.  712c,  U.  S.  C.) 

For  payment  of  claims  (not  to 
exceed  $500  in  any  case)  which 
may  be  certified  by  the  Comp¬ 
troller  General  of  the  United 
States  to  be  within  the  limits  of, 
and  chargeable  against  the  bal¬ 
ances  of  the  respective  appropria¬ 
tions  which,  after  remaining  unex¬ 
pended,  have  been  carried  to  the 
surplus  fund,  there  is  appropriated 
for  the  Treasury  Department,  out 
of  any  money  in  the  Treasury  not 
otherwise  appropriated,  such 
amounts  as  hereafter  may  be 
necessary. 
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(b)  Section  2  of  the  Act  of  July 
6,  1949  (63  Stat.  407;  31  U.  S.  C. 
712b),  but  the  repeal  of  this  section 
shall  not  be  effective  until  June  30, 
1957; 

(c)  The  paragraph  under  the 
heading  “Payment  of  certified 
claims”  in  the  Act  of  June  30,  1949 
(63  Stat.  358;  31  U.  S.  C.  712c); 


(d)  Section  5  of  the  Act  of 
March  3,  1875  (18  Stat.  418;  31 
U.  S.  C.  713a) ;  and 

(e)  Section  3691  of  the  Revised 
Statutes,  as  amended  (31  U.  S.  C. 
715). 

(f)  Any  provisions  (except  those 
contained  in  appropriation  Acts 
for  the  fiscal  years  1956  and  1957) 
permitting  an  appropriation  to 
remain  available  for  expenditure 
for  any  period  beyond  that  for 
which  it  is  available  for  obliga¬ 
tion,  but  this  subsection  shall  not 
be  effective  until  June  30,  1957. 

Sec.  8.  The  provisions  of  this 
Act  shall  not  apply  to  the  appro¬ 
priations  for  the  District  of  Colum¬ 
bia  or  to  the  appropriations  dis¬ 
bursed  by  the  Secretary  of  the 
Senate  or  the  Clerk  of  the  House 
of  Representatives. 

Sec.  9.  The  inclusion  in  appro¬ 
priation  Acts  of  provisions  ex¬ 
cepting  any  appropriation  or  ap¬ 
propriations  from  the  operation  of 
the  provisions  of  this  Act  and 
fixing  the  period  for  which  such 
appropriation  or  appropriations 
shall  remain  available  for  expendi¬ 
ture  is  hereby  authorized. 
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84th  CONGRESS 
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Calendar  No.  2287 

S.  3362 

[Report  No.  2266] 


IN  THE  SENATE  OF  THE  UNITED  STATES 

March  5  (legislative  day,  March  2),  1956 

Mr.  Kennedy  (for  himself,  Mr.  Humphrey,  Mr.  Thurmond,  and  Mr.  Cotton) 
introduced  the  following  bill ;  which  was  read  twice  and  referred  to  the 
Committee  on  Government  Operations 

June  19, 1956 

Reported  by  Mr.  Kennedy,  with  amendments 
[Omit  the  part  struck  through  and  insert  the  part  printed  in  italic] 


A  BILL 

To  simplify  accounting,  facilitate  the  payment  of  obligations, 

and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  That,  except  as  otherwise  provided  fey  lawp  (a)  the  account 

4  ef  for  each  appropriation  available  for  obligation  for  a  definite 

5  period  of  time  shall,  upon  the  expiration  of  such  period, 

6  be  closed  as  follows : 

7  (1)  The  obligated  balance  shall  be  transferred  to  an 

8  appropriation  account  of  the  activity  agency  or  subdivision 

9  thereof  responsible  for  the  liquidation  of  the  obligations,  in 
10  which  account  shall  be  merged  the  amounts  so  transferred 
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from  all  appropriation  accounts  for  the  same  general  pur¬ 
poses;  and 

(2)  The  remaining  balance  shall  he  withdrawn  and, 
if  the  appropriation  was  derived  in  whole  or  in  part  from 
the  general  fund,  shall  revert  to  such  fund,  but  if  the  appro¬ 
priation  was  derived  solely  from  a  special  or  trust  fund,  shall 
revert,  unless  otherwise  provided  by  law,  to  the  fund  from 
which  derived:  Provided,  That  when  it  is  determined  neces¬ 
sary  by  the  head  of  the  agency  concerned  that  a  portion  of 
the  remaining  balance  withdrawn  is  required  to  liquidate 
obligations  and  reflect  adjustments,  such  portion  of  the  remain¬ 
ing  balance  may  be  restored  to  the  appropriate  account  estab¬ 
lished  pursuant  to  this  Act:  Provided  further,  That  the 
head  of  the  agency  concerned  shall  make  a  report  with  respect 
to  each  such  restoration  to  the  Chairmen  of  the  Committees  on 
Appropriations  of  the  Senate  and  the  House  of  Representa¬ 
tives,  to  the  Comptroller  General  of  the  United  States ,  and 
to  the  Director  of  the  Bureau  of  the  Budget . 

(b)  The  transfers  and  withdrawals  required  by  sub¬ 
section  (a)  of  this  section  shall  be  made — 

( 1 )  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  the  period 
of  availability  for  obligation  expires,  in  the  case  of  an 
appropriation  available  both  for  obligation  and  dis¬ 
bursement,  on  or  after  the  date  of  approval  of  this  Act ;  or 
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(2)  not  later  than  September  30  of  the  fiscal  year 
immediately  following  the  fiscal  year  in  which  this  Act 
is  approved,  in  the  case  of  an  appropriation  which,  on 
the  date  of  approval  of  this  Act,  is  available  only  for 
disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance 

of  an  appropriation  account  as  of  the  close  of  the  fiscal  year 
shall  be  the  amount  of  unliquidated  obligations  applicable  to 
such  appropriation  less  the  amount  collectible  as  repayments 
to  the  appropriations  as  of  the  close  of  the  fiseal  year  as 
reported  pursuant  to  section  1311  (b)  of  the  Supplemental 
Appropriation  Act,  1955  (68  Stat.  830;  31  U.  S.  0.  200 
(b)  ) .  Collections  authorized  to  be  credited  to  an  appro¬ 
priation  but  not  received  until  after  the  close  of  the  fiscal  year 
in  which  such  appropriation  expires  for  obligation  shall, 
unless  otherwise  authorized  by  law,  be  credited  to  the  appro¬ 
priation  account  into  which  the  obligated  balance  has  been 
or  will  be  transferred,  pursuant  to  subsection  (a)  (1), 

except  that  collections  made  by  the  General  Accounting 
Office  for  other  Government  agencies  may  be  deposited  into 
the  Treasury  as  miscellaneous  receipts. 

(d)  The  transfers  and  withdrawals  required  made  pur¬ 
suant  to  subsection  -(ft)-  subsections  (a)  and  (b)  of  this  sec¬ 
tion  shall  be  accounted  for  and  reported  as  of  the  fiscal  year 
in  which  the  appropriations  concerned  expire  for  obligation, 


1  except  that  such  transfers  of  appropriations  described  in 

2  subsection  (b)  (2)  of  this  section  shall  be  accounted  for 

3  and  reported  as  of  the  fiscal  year  in  which  this  Act  is 

4  approved. 

5  Sec.  2.  Each  appropriation  account  established  pur- 
3  suant  to  this  Act  shall  be  accounted  for  as  one  fund  and  shall 
7  be  available  without  fiscal  year  limitation  for  payment  of 
8:  .obligations  chargeable  against  any  of  the  appropriations 
9  from  which  such  account  was  derived.  Subject  to  regular 

70  tions  to  be  prescribed  by  the  Comptroller  General  of  the 

11  United  States,  payment  of  such  obligations  may  be  made 

12  without  prior  action  by  the  General  Accounting  Office,  but 

13  nothing  contained  in  this  Act  shall  be  construed  to  relieve 

^  the  Comptroller  General  of  the  United  States  of  his  duty 

^  to  render  decisions  upon  requests  made  pursuant  to  law  or 
~i  r* 

10  to  abridge  the  existing  authority  of  the  General  Accounting 
Office  to  settle  and  adjust  claims,  demands,  and  accounts. 

^  Sec.  3.  (a)  Appropriation  accounts  established  pursuant 
^  to  this  Act  shall  be  reviewed  periodically  but  at  least  once 
each  fiscal  year,  by  each  activity  responsible  for  the  liqn-ida- 
tien  ei  the  obligations  chargeable  to  such  accounts  agency 

22 

concerned.  If  the  undisbursed  balance  in  any  account  ex- 

23 

ceeds  the  obligated  balance  pertaining  thereto,  the  amount 

24 

of  the  excess  shall  be  withdrawn  in  the  manner  provided  by 
.".  section  1  (a)  (2)  of  this  Act;  but  if  the  obligated- balance 
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exceeds  the  undisbursed  balance,  the  amount  of  the  excess 
shall  may  be  transferred  to  such  account  from  the  appropria¬ 
tion  currently  available  for  the  same  general  purposes.  A 
review  shall  be  made  as  of  the  close  of  each  fiscal  year  and 
the  transfers  or  withdrawals  required  by  this  section  accom- 
pbsbed  not  later  than  September  30  of  the  following  fiscal 
year,  but  the  transactions  shall  be  accounted  for  and  reported 
as  of  the  close  of  the  fiscal  year  to  which  such  review  per¬ 
tains.  A  review  made  as  of  any  other  date  for  which  trans¬ 
fers  or  withdrawals  are  accomplished  after  September  30  in 
any  fiscal  year  shall  be  accounted  for  and  reported  as  transact¬ 
ions  of  the  fiscal  year  in  which  accomplished. 

(b)  Whenever  a  payment  chargeable  to  an  appropria¬ 
tion  account  established  pursuant  to  this  Act  would  exceed 
the  undisbursed  balance  of  such  account,  the  amount  of  the 
deficiency  may  be  transferred  to  such  account  from  the 
appropriation  currently  available  for  the  same  general  pur¬ 
poses.  Where  such  deficiency  is  caused  by  the  failure  to 
collect  repayments  to  appropriations  merged  with  the  appro¬ 
priation  account  established  pursuant  to  this  Act,  the  amount 
of  the  deficiency  may  be  returned  to  such  current  appro¬ 
priation  if  the  repayments  are  subsequently  collected  during 
the  same  fiscal  year. 

(c)  In  connection  with  his  audit  responsibilities, 

S.  3362 - 2 
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1  the  Comptroller  General  of  the  United  States  shall  report 

2  to  the  head  of  the  agency  concerned,  to  the  Secretary  of  the 

3  Treasury,  and  to  the  Director  of  the  Bureau  of  the  Budget, 

4  respecting  operations  under  this  Act,  including  an  appraisal 

5  of  the  unliquidated  obligations  under  the  appropriation  ac- 

6  counts  established  by  this  Act.  Within  thirty  days  after 

7  receipt  of  such  report,  the  agency  concerned  shall  accomplish 

8  any  actions  required,  by  subsection  (a)  of  this  section  which 

9  such  report  shows  to  be  necessary. 

10  Sec.  4.  During  the  fiscal  year  following  the  fiscal  year 

11  in  which  this  Act  becomes  effective,  and  under  rules  and 

12  regulations  to  be  prescribed  by  the  Comptroller  General  of 

13  the  United  States,  the  undisbursed  balance  of  the  appro- 

14  priation  account  for  payment  of  certified  claims  established 

15  pursuant  to  section  2  of  the  Act  of  July  6,  1949  (63  Stat. 

16  407 ;  31  U.  S.  C.  712b) ,  shall  be  closed  in  the  manner  pro- 
11  vided  in  section  1  (a)  of  this  Act. 

16  Sec.  5.  The  obligated  balances  of  appropriations  made 

19  available  for  obligation  for  definite  periods  of  time  under 

20  discontinued  appropriation  heads  may  be  merged  in  the 

21  appropriation  accounts  provided  for  by  section  1  hereof,  or 

22  in  one  or  more  other  accounts  to  be  established  pursuant 

23  to  this  Act  for  discontinued  appropriations  of  the  activity 

24  agency  or  subdivision  thereof  currently  responsible  for  the 

25  liquidation  of  the  obligations. 
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Sec.  6.  The  unobligated  balances  of  appropriations 
which  are  not  limited  to  a  definite  period  of  time  shall  be 
withdrawn  in  the  manner  provided  in  section  1  (a)  (2)  of 
this  Act  whenever  the  head  of  the  agency  concerned  shall 
determine  that  the  purpose  for  which  the  appropriation  was 
made  has  been  fulfilled  or  wifi  net  he  undertaken  or  con¬ 
tinued 7  fulfilled;  or,  in  any  event,  whenever  disbursements 
have  not  been  made  against  the  appropriation  for  two  full 
consecutive  fiscal  years:  Provided,  That  amounts  of  appro¬ 
priations  not  limited  to  a  definite  period  of  time  which  are 
withdrawn  pursuant  to  this  section  or  were  heretofore  with¬ 
drawn  from  the  appropriation  account  by  administrative 
action  may  he  restored  to  the  applicable  appropriation  ac¬ 
count  for  the  payment  of  obligations  and  for  the  settlement 
of  accounts. 

Sec.  7.  The  following  provisions  of  law  are  hereby 
repealed. 

(a)  The  proviso  under  the  heading  “Payment  of  certi¬ 
fied  claims”  in  the  Act  of  April  25,  1945  (59  Stat.  90;  31 
U.  S.  0.  690)  ; 

(b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat. 
407;  31  U.  S.  0.  712b) ,  but  the  repeal  of  this  section  shall 
not  be  effective  until  June  30,  1957 ; 

(c)  The  paragraph  under  the  heading  “Payment  of 
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certified  claims”  in  the  Act  of  June  30,  1949  (63  Stat.  358; 
31  U.  S.  C.  712c)  ; 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat. 
418;  31  U.  S.  C.  713a)  ;  and 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended 
(31  U.  S.  C.  715). 

(f)  Any  'provisions  ( except  those  contained  in  appro¬ 
priation  Acts  for  the  fiscal  years  1956  and  1957 )  permitting 
an  appropriation  to  remain  available  for  expenditure  for  any 
period  beyond  that  for  which  it  is  available  for  obligation, 
but  this  subsection  shall  not  be  effective  until  June  30,  1957. 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the 
appropriations  for  the  District  of  Columbia  or  to  the  appro¬ 
priations  disbursed  by  the  Secretary  of  the  Senate  or  the 
Clerk  of  the  House  of  Representatives. 

Sec.  9.  The  inclusion  in  appropriation  Acts  of  pro¬ 
visions  excepting  any  appropriation  or  appropriations  from 
the  operation  of  the  provisions  of  this  Act  and  fixing  the 
period  for  which  such  appropriation  or  appropriations  shall 
remain  available  for  expenditure  is  hereby  authorized. 
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HIGHLIGHTS:  House  passed  farm  loan  bill.  Senate  passed  bill  to  improve  government 
budgeting  and  accounting  methods  an^  procedures, /Both  Houses  agreed  to  conference 
report  on  independent  offices  appropriation  bill.  Ready  for  President,  Senate  com- 
mittee  reported  nomination  of  Hamil  to\be  REA /Administrator,  Senate  committee  order¬ 
ed  reported  bills  to  increase  CCC  borroi/ng/uthority,  and  increase  Public  Law  1*80 
authorizations. 
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1. 


3897*  to  improve  governmental 
9671 


extent  deemed  desirable 
van  annual  accrued  ex- 


such  manner  and 
}m  cost-based 


mm* 

BUDGETING;  ACCOUNTING,  Parsed  without  amendment 
budgeting  and  accountin/methods  and  procedures. 

This  bill  include/  the  following  provisions: 

(1)  that  proposed  appropriations  shall,  to  the  maximt 
and  practicab]/  by  the  President,  be  determined  oi 
penditure  basis: 

(2)  that  requests  for  appropriations  shall  be  developed, 
at  such  t/nes  as  may  be  determined  by  the  President,  fi 
budgets : 

that,  for  purposes  of  administration  and  operation,  such  chst-based 
,s  shall  be  used  by  all  departments  and  their  subordin^e  units; 
thaX*  as  soon  as  practicable,  in  accordance  with  standards  prescribed  by 

intained 

_ _ _ _ _ ,  _ ,  _ _ of /Derations. 

(5)/  that,  at  the  end  of  each  fiscal  year,  the  excess  over  accrued  expenditures 
of  any  appropriation  or  fund  made  on  an  annual  accrued  expenditure  ba^is 
shall  lapse,  unless  otherwise  provided  by  law,  and  that  the  remaining 
balances  shall  be  merged  with  any  appropriation  or  fund  made  for  the  z 
general  purpose  for  the  ensuing  fiscal  year. 


( 


(7) 


(8) 


that,,  insofar  as  is  possible, 

a)  consistency  in  accounting  and  budgeting  classifications- 

b)  synchronization  between  accounting  and  budget  classifications 
organizational  structure,  and 

(c\  support  of  budget  justifications  by  information  on  performance  and 
program  costs  by  organizational  units  * 
that  Aacconting  s^s terns  maintained  on  an  accrual  basis  shall  include 
adequau^  monetary  property  accounting  records  as  an  integral  p/vt  of  the  • 
system, 

that,  eac\  agenc^  shall  work  toward  the  objective  of  financ  fig  each 
operating  ujjit,  at  the  highest  practical  level,  from  not  me  3  than  one 


administrate 
unit. 


re  subdivision  for  each  appropriation  or  fund 


Passed  with  amendments  H.  R,  9593,  to  simplify  accounting  and  to  facilit¬ 
ate  the  payment  of  ob?„igations,  after  substituting  the  language  of  Sf  3362,  a 
similar  bill*  S.  3362  was  indefinitely  postponed.  Sen.  Kennedy  inserted  an 
explanation  of  the  difference  between  the  tx^o  bills*  p.  9596 


2,  ROADS*  Sen.  Johnson  stated\that  the  conference  repori 
submitted  today,  p.  9612 


3.  MILK*  Agreed  to  the  House  amendments  to  S.  l6lU, 
and  standard  of  identity  of  certain  dry  milk 
sent  to  the  President  *  p„  9612 


1*.  NOMINATIONS*  The  Agricxilture  and  Fo^stry  Committee  reported  the  nominations 
of  David  a*  Hamil  to  be  REA  Administrator,  and  Glen  A.  Boger  to  be  a  member  of 

9611 


r>n  the  road  bill  may  be 


fix  a  reasonable  definition 
This  bill  will  now  be 


the  Farm  Credit  Board  <,  p< 


5*  ELECTRIFICATION*  Sen,  Goldwater  compared'  public  power  electric  rates  with  those 
of  private  power  companies,  p.  9569 

Sen.  Lehman  inserted  newspaper  a^ticlek  reviewing  the  history  of  the  pre¬ 
ference  clause  in  Federal  power  legi4lation<,\p.  956? 


FOREIGN  AFFAIRS.  Received  from  the  President  thes  report  of  the  National  Advisory 
Council  on  international  monetary  and  financial  problems »  p»  9566 

The  Foreign  Relations  Compattee  reported  without  amendment  S.  Res*  285* 
providing  for  studies  of  foreign  assistance  bv  the  Us*  S.  (S,  Rept.  2278)* 
p»  9566 


7*  RECLAMATION.  Passed  Twithmit  amendment  H,  R.  101,  to  provide  clarifications  in 
contract  repayments  in  irrigation  and  reclamation  project*  This  bill  will 
now  be  sent  to  the  ?re§4dentv  ppc  9572,  9573 

Agreed  to  the  Hoube  amendments  to  S.  1622,  to  authorizes,  the  Secretary  of 
the  Interior  to  make/payment  for  certain  improvements  locateavon  public  lands 
in  the  Rapid  Valley/unit,  S.  Dak,  of  the  Eo.  River  Basin  project.  This  bill 
will  now  be  sent  to  the  President,  p.  9599 


8.  CCC.  The  Agriculture  and  forestry  Committee  ordered  reported  with  Amendment 
S.  3820,  to  increase  the  borrowing  authorit^r  of  the  CCC.  The  "Daily\  Digest" 
states  that  tne  committee  amendment  "would  increase  borroxiing  poser  from  All; 
billion  to  m.5  billion",  p.  D652 


witnS 


9*  FOREIGN  A] pC*  The  Agriculture  and  Forestry  Committee  ordered  reported 

amendment  S0  3903,  to  increase  the  amount  authorized  to  be  appropriated  fox 
purpose's  of  title  I  of  Public  Law  U80  to  :>3  billion.  The  "Daily  Digest"  stdtes 
that  tne  committee  amendment  x-could  "make  its  provisions  conform  to  those  of 
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i^xtremely  helpful,  as  I  believe  are  also 
thX  observations  of  the  able  Senator 
froi\  Ohio  and  the  able  Senator  from. 
Washington  [Mr.  Magnuson]  .  They  are 
all  veiwielpful.  With  those  statements 
in  the  Record,  I  do  not  believe  I  will 
have  any  objection  to  the  language  which 
is  proposed  >v  way  of  amendment  to  the 
bill.  \ 

The  Senator  from  Washington  a 
moment  ago  suggested  there  was  a  House 
bill  pending  and  \hat  the  bill  pending 
before  the  Senate  w&uld  go  to  conference 
with  the  House.  Is  mat  correct?  Does 
the  Senator  know  whether  the  language 
of  the  House  bill  is  identical  with  the 
language  of  the  Senate  bhl? 

Mr.  MAGNUSON.  No,  \  do  not.  I 
have  the  House  bill  here,  I  inay  say  to 
the  Senator  from  New  Mexico*. 

Mr.  ANDERSON.  I  ask  that  imestion 
because  if  the  language  is  not  identical, 
and  if  the  two  bills  will  be  in  conference, 
there  is  a  possibility  of  being  absolutely 
sure  about  the  final  language.  \ 

Mr.  MAGNUSON.  The  language  irk 
the  House  bill  is  not  exactly  the  same,' 
but  it  is  very  specific  that*  the  ship  is 
to  be  a  merchant  type  of  ship. 

Mr.  HICKENLOOPER.  Does  the  Sen¬ 
ator  from  New  Mexico  propose  that  we 
substitute  in  the  House  bill  the  language 
contained  in  the  Senate  bill  as  perfected? 

Mr.  ANDERSON.  Yes;  I  do.  In  that 
way,  there  would  be  a  conference  on  the 
bill. 

Mr.  HICKENLOOPER.  In  other 
words,  we  would  substitute  the  language 
of  the  Senate  bill  for  that  of  the  House 
bill. 

Mr.  ANDERSON.  Yes.  In  that  way 
the  bill  would  go  to  conference. 

Mr.  HICKENLOOPER.  Yes.  I  believe 
the  difficulties  could  be  ironed  out  in  that 
way. 

Mr.  ANDERSON.  Otherwise,  if  the 
two  bills  were  identical,  there  would  be 
nothing  for  a  committee  of  conference 
to  consider. 

Mr.  MAGNUSON.  They  are  not  iden¬ 
tical. 

Mr.  ANDERSON.  When  the  bill  went 
to  conference,  there  could  be  a  discus¬ 
sion  of  whether  the  Nautilus  type  of  re¬ 
action  should  be  used,  for  example — 
and  that  type  of  reactor  obviously  does 
not  contribute  to  the  art  at  all — or 
whether  it  would  be  possible  by  sub-/ 
stitute  language  to  provide  that  another 
type  of  reactor  should  be  used.  / 

Mr.  MAGNUSON.  So  far  as  I  a  m/on  - 
cerned,  I  would  be  willing  that  that  be 
done.  / 

Mr.  ANDERSON.  I  am  merely  trying 
to  make  legislative  history  ir/the  event 
the  conferees  desired  to  deal  with  this 
question.  In  other  words/does  not  the 
Senator  believe  that  the  conferees  would 
be  free  to  deal  with  th/ matter? 

Mr.  MAGNUSON.  They  would  be  free 
to  deal  with  it;  yes/ 

Mr.  ANDERSON:  On  that  basis,  I 
have  no  objection  to  the  amendments 
which  have  been  proposed.  I  am  anx¬ 
ious,  as  I  say/  as  is  the  Senator  from 
Ohio,  to  hav/ some  sort  of  bill  enacted. 
On  that  bans,  and  with  the  statements 
made  by  tne  Senator  from  Ohio  and  the 
Senator  /from  Iowa,  I  suggest  that  the 
amendments  be  adopted  and  that  the 
bill  barouickly  passed. 


Mr.  MAGNUSON.  I  merely  wish  to 
say  again,  in  order  to  make  the  legisla¬ 
tive  history  clear,  that  on  June  6  the 
committee  received  a  statement  from 
the  Chairman  of  the  Atomic  Energy 
Commission,  in  which  he  pointed  out  the 
Commission’s  position  concerning  the  de¬ 
velopment  of  nuclear  power  for  the  pro¬ 
pulsion  of  a  merchant  vessel.  He  makes 
it  clear  that  that  is  what  they  were 
talking  about.  They,  of  course,  would 
like  to  proceed  with  the  other  ship  about 
which  we  have  been  speaking,  but  it  is 
not  provided  for  in  this  bill  and  is  an¬ 
other  matter. 

Mr.  ANDERSON.  I  assume  that  is 
what  the  committee  referred  to  on  page 
4  of  its  report. 

Mr.  MAGNUSON.  Yes. 

Mr.  ANDERSON.  Mr.  President,  I 
think  the  amendments  are  satisfactory. 

The  PRESIDING  OFFICER.  Without 
objection,  the  committee  amendment,  as 
amended,  is  agreed  to. 

The  bill  is  open  to  further  amend¬ 
ment. 

.  Mr.  MAGNUSON.  Mr.  President,  I 
move  that  the  Committee  on  Interstate 
and  Foreign  Commerce  be  discharged/ 
from,  the  further  consideration  of  H.  R. 
6243/Vthat  the  Senate  proceed  to  tzne 
consideration  of  the  House  bill,  thar  all 
after  tnO.  enacting  clause  of  the  House 
be  strick&n  and  the  languageytf  the 
Senate  bill\as  amended,  be  substituted 
therefor,  andSthat  following  the  passage 
of  the  House  ball  the  Senat/ bill  be  in¬ 
definitely  postponed.  / 

Mr.  KNOWLAND.  M/  President,  is 
the  motion  to  strikesput/all  the  language 
of  the  House  bill  after  the  enacting 
clause,  and  to  substitute  the  language  of 
the  Senate  bill  as  amended? 

Mr.  MAGNUSON.  That  is  correct. 

The  PRESIDING  OFFICER.  The 
question  is  onyagreeing  to  the,  motion  of 
the  Senator  from  Washington.\ 

The  motion  was  agreed  to ;  and  the 
Senate  proceeded  to  consider  tne  bill 
(H.  R.  &243)  authorizing  the  consVuc- 
tion  of' nuclear-powered  merchant  si^ip 
to  promote  the  peacetime  application  of 
atofiiic  energy,  and  for  other  purposes^ 

<Mr.  MAGNUSON.  Mr.  President,  I 
move  that  all  after  the  enacting  clause 
''be  stricken,  and  that  the  language  of 
the  Senate  bill,  as  amended,  be  sub¬ 
stituted  therefor. 

The  motion  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  engrossment  of  the 
amendment  and  the  third  reading  of  the 
bill. 

The  amendment  was  ordered  to  be  en¬ 
grossed  and  the  bill  to  be  read  a  third 
time. 

(The  bill  (H.  R.  6243)  was  read  the 
third  time  and  passed. 

The  title  was  amended,  so  as  to  read : 
“A  bill  to  amend  section  212  of  the  Mer¬ 
chant  Marine  Act,  1936,  to  authorize  the 
construction  of  a  nuclear-powered  pro¬ 
totype  merchant  ship  for  operation  in 
foreign  commerce  of  the  United  States, 
to  authorize  research  and  experimental 
work  with  vessels,  port  facilities,  plan¬ 
ning,  and  operating  and  cargo  handling 
on  ships  and  at  ports,  and  for  other 
purposes.” 


The  PRESIDING  OFFICER.  Thy 
Senate  bill  will  be  indefinitely  postponed. 

Mr.  BUTLER  subsequently  said;  mv. 
President,  I  ask  unanimous  consent  to 
have  printed  after  the  passage  of /House 
bill  6243,  a  statement  I  have  prepared 
on  the  bill.  / 

There  being  no  objection, /the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows:  / 

Statement  by  Senator  Butler 

As  a  stanch  supporteig of  the  American 
merchant  marine,  I  hay/  been  interested  in 
the  possibilities  of  an /atomic-powered  mer¬ 
chant  ship  from  thy/earliest  suggestions  of 
the  feasibility  of  such  a  vessel.  With  Sen¬ 
ator  Saltonstall  a.  cosponsored  S.  2005,  to 
build  a  nuclear  ^powered  merchant  ship.  I 
also  was  strongly  in  support  of  the  Presi¬ 
dent’s  proposed  nuclear  demonstration  ship 
which  was  designed  to  show  to  the  peoples 
of  other  countries  the  interest  of  this  country 
in  the  development  of  nuclear  power  for 
peaceful/purposes. 

Hov/ver,  the  committee,  in  its  wisdom, 
has  considered  the  necessities  of  the  shipping 
industry  to  be  such  that  they  have  reported 
ou£  the  bill  favoring  construction  first  of 
a/  nuclear-powered  merchant  ship  for  use 
An  the  foreign  commerce  of  the  United  States. 
Having  been  a  vigorous  proponent  of  an 
adequate  merchant  marine  and  realizing  the 
need  for  upgrading  our  shipping  to  the  great¬ 
est  possible  extent  to  meet  the  ever-increas¬ 
ing  foreign  competition,  I  must  lend  my 
heartiest  support  to  the  proposals  for  im¬ 
mediate  construction  of  this  atomic  mer¬ 
chant  ship. 

During  the  next  10  years,  the  shipping 
interests  of  the  Nation  must  replace  almost 
100  percent  their  present  commercial  fleet. 
If  we  can  develop  enough  experience  and 
know-how  in  the  field  of  atomic  propulsion 
of  vessels,  it  is  entirely  possible  that  our 
merchant  ship  replacements  may  take  ad¬ 
vantage  of  this  newest  and  most  extraor¬ 
dinary  form  of  energy  and  once  again  step 
out  to  the  forefront  of  the  shipping  nations 
of  the  world. 


TRANSMISSION  TO  UNITED  NATIONS 
OF  INFORMATION  CONCERNING 
THE  TERRITORIES  OF  ALASKA 
AND  HAWAII 

Mr.  KNOWLAND.  Mr.  President,  the 
United  Nations  Charter,  chapter  XI, 
article  73,  provides: 

S.  Members  of  the  United  Nations  which  have 
ok  assume  responsibilities  for  the  adminis¬ 
tration  of  territories  whose  peoples  have  not 
yet  attained  a  full  measure  of  self-govern- 
mentSrecognize  the  principle  that  the  inter¬ 
ests  ofSthe  inhabitants  of  these  territories 
are  paramount,  and  accept  as  a  sacred  trust 
the  obligation  to  promote  to  the  utmost, 
within  the  svstem  of  international  peace  and 
security  established  by  the  present  charter, 
the  well-beinjKof  the  inhabitants  of  these 
territories,  and ''to  this  end — • 

And  then  follow  subsections  (a) ,  (b) , 
(c) ,  (d) ,  and  (e) 

I  ask  unanimous\onsent  that  article 
73  in  its  entirety  be  pjdnted  in  the  Rec¬ 
ord  at  this  point  in  mr^emarks. 

There  being  no  objection,  article  73  of 
the  United  Nations  Charted  was  ordered 
to  be  printed  in  the  REcoRDxas  follows: 
Chapter  XI  \ 

DECLARATION  REGARDING  NON-SELF-GOVERNING 
TERRITORIES  \ 

Article  73  \ 

Members  of  the  United  Nations  which  >£ve 
or  assume  responsibilities  for  the  adminis¬ 
tration  of  territories  whose  peoples  have  n4t 
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y\  attained  a  full  measure  of  self-govern- 
ecognize  the  principle  that  the  inter¬ 
ests  V  the  inhabitants  of  these  territories 
are  p^mount,  and  accept  as  a  sacred  trust 
the  obligation  to  promote  to  the  utmost, 
within  the  system  of  international  peace 
and  securi-tV  established  by  the  present  char¬ 
ter,  the  well-Heing  of  the  inhabitants  of  these 
territories,  andv  to  this  end: 

(a)  to  insum.  with  due  respect  for  the 
culture  of  the  peoples  concerned,  their  po¬ 
litical,  economic,  asocial,  and  educational 
advancement,  their  j^st  treatment,  and  their 
protection  against  abuses; 

(b)  to  develop  self-government,  to  take 
due  account  of  the  political  aspirations  of 
the  peoples,  and  to  assist\,hem  in  the  pro¬ 
gressive  development  of  their  free  political 
institutions,  according  to  theVparticular  cir¬ 
cumstances  of  each  territory  a\d  its  peoples 
and  their  varying  stages  of  advancement; 

(c)  to  further  international  keace  and 

security;  v 

(d)  to  promote  constructive  measures  of 
development,  to  encourage  research,  and  to 
cooperate  with  one  another  and,  whenNand 
where  appropriate,  with  specialized  inter?  ^ 
tional  bodies  with  a  view  to  the  practice 
achievement  of  the  social,  economic,  anc 
scientific  purposes  set  forth  in  this  article; 
and 

(e)  to  transmit  regularly  to  the  Secretary- 
General  for  information  purposes,  subject  to 
such  limitation  as  security  and  constitutional 
considerations  may  require,  statistical  and 
other  information  of  a  technical  nature  re¬ 
lating  to  economic,  social,  and  educational 
conditions  in  the  territories  for  which  they 
are  respectively  responsible  other  than  those 
territories  to  which  chapters  XII  and  XIII 
apply. 

Mr.  President,  I  was  quite  surprised  to 
learn  that  since  the  year  1946  the  Gov¬ 
ernment  of  the  United  States  has  been 
filing  reports  to  the  United  Nations  rela¬ 
tive  to  the  Territories  of  Alaska  and  Ha¬ 
waii,  and  I  sought  some  additional  in¬ 
formation  from  the  State  Department. 
I  ask  unanimous  consent  that  there  be 
printed  in  the  Record  as  a  part  of  my 
remarks  a  list  of  the  various  types  of 
dependencies  and  territories  for  which 
the  several  nations  belonging  to  the 
United  Nations  presently  file  reports.  It 
is  dated  June  11,  1956. 

There  being  no  objection,  the  list  was 
ordered  to  be  printed  in  the  Record,  as 
follows: 

Australia:  Papua. 

Belgium:  Belgian  Congo. 

Prance:  French  Equatorial  Africa,  French 
Somaliland,  Comoro,  Madagascar,  French 
West  Africa.  Morocco,  Tunis,  last  reported 
on  in  1954. 

Netherlands:  Netherlands  New  Guinea. 

New  Zealand:  Tokelau  Islands,  Cook 
Islands,  Niue  Island. 

United  Kingdom:  Norther/  Rhodesia, 
Nyasaland,  British  Somaliland,  Bechuana- 
land,  Kenya,  Uganda,  Zanzibar,  Basutoland, 
Swaziland,  Mauritius,  Seychelles,  Gambia, 
Gold  Coast,  Nigeria,  Sierra, 'Leone,  Cyprus,  Gi¬ 
braltar,  Bahamas,  Barbados,  Bermuda,  Brit¬ 
ish  Guiana,  British  Honduras,  Jamaica,  Lee¬ 
ward  Islands,  Trinidad  and  Tobago,  Wind¬ 
ward  Islands,  Brunei,  Federation  of  Malaya, 
Hong  Kong,  North/ Borneo,  Sarawak,  Singa¬ 
pore,  Fiji,  Gilbert  and  Ellice  Islands,  New 
Hebrides  (condominium  with  France),  Pit¬ 
cairn  Island,  JBolomon  Islands,  Aden  colony 
and  protectorate,  Falkland  Islands,  St. 
Helena. 

United/States:  Alaska,  American  Samoa, 
Guam,  jiawaii,  Virgin  Islands  of  the  United 
States. 

r.  KN  OWL  AND.  Mr.  President,  on 
yesterday  I  addressed  a  letter  to  the  Sec¬ 


retary  of  State,  the  Honorable  John  Pos¬ 
ter  Dulles,  which  reads  as  follows: 

June  19,  1958. 

The  Honorable  John  Foster  Dxjlles, 
Secretary  of  State, 

Department  of  State, 

Washington,  D.  C. 

Dear  Mr.  Secretary  :  Enclosed  is  a  copy  of 
a  letter  I  have  written  to  Assistant  Secretary 
of  State  Francis  O.  Wilcox. 

Frankly,  I  was  greatly  shocked  to  learn  that 
the  United  States  since  1946  has  been  trans¬ 
mitting  information  under  article  73  (e)  for 
the  Territories  pf  Alaska  and  Hawaii.  I  hope 
that  steps  will  be  taken  to  correct  this  sit¬ 
uation  as  these  two  organized  Territories 
have  elected  their  own  legislatures  and  both 
have  adopted  constitutions  in  anticipation  to 
being  admitted  as  full  members  of  the  Union 
as  the  49th  and  50th  States. 

With  best  personal  regards,  I  remain, 
Sincerely  yours, 

William  F.  Knowland. 

Mr.  President,  the  letter  which  I  wrote 
Mr.  Francis  Wilcox,  also  under  date  of 
June  19,  1956,  reads  as  follows: 

June  19,  1956. 

Hon.  Francis  O.  Wilcox, 

Assistant  Secretary  of  State  for  lnter-A 
national  Organization  Affairs,  Depan 
ment  of  State,  Washington,  D.  C. 

D&ar  Francis:  Your  letter  of  June  11/has 
been  received,  and  I  wish  to  thank  y/u  for 
sending\me  the  information. 

I  wouia  certainly  see  no  objection  to  the 
United  States  filing  a  report  under  article 
73  (e)  relating  to  American  Samoa,  Guam, 
and  the  Virgin, Islands. 

I  most  stremmusly  do  object  to  this  Gov¬ 
ernment  having\filed  such/reports  for  the 
Territories  of  Alaska  and/ Hawaii,  both  of 
which  are  destinecPto  become  States  of  the 
American  Union.  Both/have  adopted  State 
constitutions  and  areXwaiting  admission  as 
the  49th  and  50th  States 

I  am  taking  the/ liberty  of  forwarding  a 
copy  of  this  letter  to  Secretary  Dulles. 

With  best  personal  regard^  I  remain. 
Sincerely  yours, 

William  F.  Knowland. 

Mr.  President,  I  should  like  to'add  that, 
as  every/Member  of  the  Senat^cnows, 
and  a^  Members  of  the  House  kn^,  the 
Territories  of  Alaska  and  Hawaii  Ndect 
delegates  to  the  Congress  of  the  Unrted 
States  who  sit  in  the  House  of  Repn 
entatives.  So,  Mr.  President,  I  hope 
/that  prompt  action  will  be  taken  to  get 
the  Territories  of  Hawaii  and  Alaska  out 
of  the  category  into  which  they  have 
apparently  been  placed. 

Mr.  BRICKER.  Mr.  President,  will 
the  Senator  from  California  yield? 

Mr.  KNOWLAND.  I  yield. 

Mr.  BRICKER.  Have  there  been  any 
reports  from  the  State  Department  set¬ 
ting  forth  why  the  Territories  of  Alaska 
and  Hawaii  were  included  in  the  first 
place?  If  so,  on  what  assumption  did 
they  make  such  reports? 

Mr.  KNOWLAND.  I  am  awaiting  a 
full  and  complete  report.  The  prelim¬ 
inary  information  I  had  when  the  matter 
came  up  in  1946  was  that  it  had  been 
determined  that  it  might  encourage 
some  of  the  other  nations  to  file  reports 
if  we  included  Hawaii  and  Alaska.  I  do 
not  agree  with  that  decision,  needless  to 
say. 

Mr.  BRICKER.  I  join  the  Senator 
from  California  in  his  attitude  in  the 
matter. 

The  PRESIDING  OFFICER  (Mr.  Nett- 
berger  in  the  chair).  The  Chair  would 


like  to  inform  the  Senator  from  Cali¬ 
fornia  that  he  has  requested  replace¬ 
ment  in  the  chair  so  that  he  mighjrcom- 
ment  on  what  the  distinguished  .Senator 
from  California  has  just  said/ because 
the  cause  of  statehood  for  Alaska  and 
Hawaii  has  been  one  of  my  major  in¬ 
terests  for  a  long  time/  The  Chair 
wishes  to  thank  the  Senator  from  Cali¬ 
fornia  for  the  additional  argument  he 
has  made  for  their  admission  into  the 
Union.  The  Chair  lias  been  impressed 
every  time  he  hasygone  North  with  the 
way  in  which  we/aeny  Alaska  self-gov¬ 
ernment.  The  Yukon  Territory  of  Can¬ 
ada  has  onlyyabout  10  percent  of  the 
population  oY Alaska,  and  yet  that  ter¬ 
ritory  is  allowed  a  voting  representative 
in  the  IWuse  of  Commons  of  Canada, 
while  our  Delegate  from  Alaska  is  still 
denied/he  right  to  vote. 

Mr/KNOWLAND.  I  thank  the  Pre¬ 
siding  Officer. 

SIMPLIFICATION  OF  ACCOUNTING 
METHODS 

Mr.  KENNEDY.  Mr.  President,  I  move 
that  the  Senate  proceed  to  the  consid¬ 
eration  of  Calendar  No.  2287,  Senate  bill 
3362. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title,  for  the  informa¬ 
tion  of  the  Senate. 

The  Legislative  Clerk.  A  bill  (S.  3362) 
to  simplify  accounting,  facilitate  the  pay¬ 
ment  of  obligations,  and  for  other  pur¬ 
poses. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Massachusetts. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  consider  the  bill, 
which  had  been  reported  from  the  Com¬ 
mittee  on  Government  Operations  with 
amendments. 

Mr.  KENNEDY.  Mr.  President,  this 
bill  was  reported  unanimously  from  the 
Subcommittee  on  Reorganization  and  by 
the  Government  Operations  Committee. 
It  would  put  into  effect  one  of  the  recom¬ 
mendations  of  the  Hoover  Commission. 

Under  present  law,  unexpended  bal¬ 
ances  of  appropriations  with  limited 
fiscal-year  availability,  lapse,  or  cease  to 
be  available  to  the  agencies  to  which 
they  are  provided  at  the  end  of  two  full 
fiscal  years  following  the  fiscal  year  or 
years  for  which  appropriated.  At  that 
time  such  balances  are  transferred  to  a 
consolidated  Treasury  Department  ap¬ 
propriation  account  known  as  “Payment 
of  certified  claims.” 

This  bill  authorizes  agencies  of  the 
Government  to  pay  undisputed  bills 
chargeable  in  precisely  the  same  manner 
as  are  bills  payable  from  currently  avail¬ 
able  appropriations.  It  is  anticipated 
that  enactment  of  the  bill  will  result 
eventually  in  direct  savings  of  approxi¬ 
mately  $600,000  annually.  Savings  will 
also  be  effected  by  the  agencies  con¬ 
cerned,  and  there  will  be  a  far  more  ac¬ 
curate  idea  of  the  exact  amount  to  be 
appropriated  to  the  Treasury  Depart¬ 
ment  each  year  instead  of,  as  at  present, 
all  balances  being  charged  to  the  Trea¬ 
sury  Department  rather  than  to  the 
agencies  involved. 
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As  I  have  said,  the  bill  has  been  re¬ 
ported  unanimously,  and  I  hope  it  will 
be  passed  by  the  Senate. 

The  PRESIDING  OFFICER.  The 
committee  amendments  will  be  stated. 

The  amendments  of  the  Committee  on 
Government  Operations  were  on  page 
1,  line  3,  after  the  word  “That”,  to  strike 
out  “except  as  otherwise  provided  by 
law” ;  at  the  beginning  of  line  4,  to  strike 
out  “of”  and  insert  “for”;  in  line  8,  after 
the  word  “the”,  to  strike  out  “activity” 
and  insert  “agency  or  subdivision  there¬ 
of”;  on  page  2,  line  8,  after  the  word  “de¬ 
rived”,  to  insert- a  colon  and  “Provided, 
That  when  it  is  determined  necessary  by 
the  head  of  the  agency  concerned  that  a 
portion  of  the  remaining  balance  with¬ 
drawn  is  required  to  liquidate  obligations 
and  reflect  adjustments,  such  portion  of 
the  remaining  balance  may  be  restored 
to  the  appropriate  account  established 
pursuant  to  this  act:  Provided  further. 
That  the  head  of  the  agency  concerned 
shall  make  a  report  with  respect  to  each 
such  restoration  to  the  Chairmen  of  the 
Committees  on  Appropriations  of  the 
Senate  and  the  House  of  Representa¬ 
tives,  to  the  Comptroller  General  of  the 
United  States,  and  to  the  Director  of  the 
Bureau  of  the  Budget”;  on  page  3,  line 
7,  after  the  word  “account”,  to  insert  “as 
of  the  close  of  the  fiscal  year”;  in  line  10, 
after  the  word  “appropriations”,  to 
strike  out  “as  of  the  close  of  the  fiscal 
year”;  in  line  22,  after  the  word  “with¬ 
drawals”,  to  strike  out  “required”  and 
insert  “made”;  in  line  23,  after  the  word 
“to”,  to  strike  out  “subsection  (a)”  and 
insert  “subsections  (a)  and  (b)  ”;  on  page 
4,  line  20,  after  the  word  “each”,  where 
it  appears  the  second  time,  to  strike  out 
“activity  responsible  for  the  liquidation 
of  the  obligations  chargeable  to  such  ac¬ 
counts”  and  insert  “agency  concerned”; 
on  page  5,  at  the  beginning  of  line  2,  to 
strike  out  “shall”  and  insert  “may”;  on 
page  6,  line  23,  after  the  word  “the”,  to 
strike  out  “activity”  and  insert  “agency 
or  subdivision  thereof”;  on  page  7,  line 
6,  after  the  word  “been”,  to  strike  out 
“fulfilled  or  will  not  be  undertaken  or 
continued”  and  insert  “fulfilled”;  on 
page  8,  after  line  6,  to  insert: 

(f )  Any  provisions  (except  those  contained 
in  appropriation  acts  for  the  fiscal  years 
1956  and  1957)  permitting  an  appropriation 
to  remain  available  for  expenditure  for  any 
period  beyond  that  for  which  it  is  available 
for  obligation,  but  this  subsection  shall  not 
be  effective  until  June  30,  1957. 

In  line  13,  after  the  word  “Columbia”, 
to  insert  “or  to  the  appropriations  dis¬ 
bursed  by  the  Secretary  of  the  Senate  or 
the  Clerk  of  the  House  of  Representa¬ 
tives”;  and  after  line  15,  to  insert: 

Sec.  9.  The  inclusion  in  appropriation  acts 
of  provisions  excepting  any  appropriation  or 
appropriations  from  the  operation  of  the 
provisions  of  this  act  and  fixing  the  period 
for  which  such  appropriation  or  appropria¬ 
tions  shall  remain  available  for  expenditure 
is  hereby  authorized. 

So  as  to  make  the  bill  read: 

Be  it  enacted  etc.,  That  (a)  the  account 
for  each  appropriation  available  for  obli¬ 
gation  for  a  definite  period  of  time  shall, 
upon  the  expiration  of  such  period,  be  closed 
as  follows: 

(1)  The  obligated  balance  shall  be  trans¬ 
ferred  to  an  appropriation  account  of  the 


agency  or  subdivision  thereof  responsible  for 
the  liquidation  of  the  obligations,  in  which 
account  shall  be  merged  the  amounts  so 
transferred  from  all  appropriation  accounts 
for  the  same  general  purposes;  and 

(2)  The  remaining  balance  shall  be  with¬ 
drawn  and,  if  the  appropriation  was  derived 
in  whole  or  in  part  from  the  general  fund, 
shall  revert  to  such  fund,  but  if  the  appro¬ 
priation  was  derived  solely  from  a  special  or 
trust  fund,  shall  revert,  unless  otherwise 
provided  by  law,  to  the  fund  from  which 
derived:  Provided,  That  when  it  is  deter¬ 
mined  necessary  by  the  head  of  the  agency 
concerned  that  a  portion  of  the  remaining 
balance  withdrawn  is  required  to  liquidate 
obligations  and  reflect  adjustments,  such 
portion  of  the  remaining  balance  may  be 
restored  to  the  appropriate  account  estab¬ 
lished  pursuant  to  this  act:  Provided  further, 
That  the  head  of  the  agency  concerned  shall 
make  a  report  with  respect  to  each  such 
restoration  to  the  chairmen  of  the  Commit¬ 
tees  on  Appropriations  of  the  Senate  and  the 
House  of  Representatives,  to  the  Comptroller 
General  of  the  United  States,  and  to  the 
Director  of  the  Bureau  of  the  Budget. 

(b)  The  transfers  and  withdrawals  re¬ 
quired  by  subsection  (a)  of  this  section  shall 
be  made — ■ 

(1)  not  later  than  September  30  of  the 
fiscal  year  immediately  following  the  fiscal 
year  in  which  the  period  of  avialability  for 
obligation  expires,  in  the  case  of  an  appro¬ 
priation  available  both  for  obligation  and 

.  disbursement,  on  or  after  the  date  of  ap¬ 
proval  of  this  act;  or 

(2)  not  later  than  September  30  of  the 
fiscal  year  immediately  following  the  fiscal 
year  in  which  this  act  is  approved,  in  the 
case  of  an  appropriation  which,  on  the  date 
of  approval  of  this  act,  is  available  only  for 
disbursement. 

(c)  For  the  purposes  of  this  act,  the 
obligated  balance  of  an  appropriation  ac¬ 
count  as  of  the  close  of  the  fiscal  year  shall 
be  the  amount  of  unliquidated  obligations 
applicable  to  such  appropriation  less  the 
amount  collectible  as  repayments  to  the  ap¬ 
propriations  as  reported  pursuant  to  section 
1311  (b)  of  the  Supplemental  Appropria¬ 
tion  Act,  1955  (68  Stat.  830;  31  U.  S.  C.  200 
(b)).  Collections  authorized  to  be  credited 
to  an  appropriation  but  not  received  until 
after  the  close  of  the  fiscal  year  in  which 
such  appropriation  expires  for  obligation 
shall,  unless  otherwise  authorized  by  law, 
be  credited  to  the  appropriation  account  into 
which  the  obligated  balance  has  been  or  will 
be  transferred,  pursuant  to  subsection  (a) 
(1),  except  that  collections  made  by  the 
General  Accounting  Office  for  other  Govern¬ 
ment  agencies  may  be  deposited  into  the 
Treasury  as  miscellaneous  receipts. 

(d)  The  transfers  and  withdrawals  made 
pursuant  to  subsections  (a)  and  (b)  of  this 
section  shall  be  accounted  for  and  reported 
as  of  the  fiscal  year  in  which  the  appro¬ 
priations  concerned  expire  for  obligation, 
except  that  such  transfers  of  appropriations 
described  in  subsection  (b)  (2)  of  this  sec¬ 
tion  shall  be  accounted  for  and  reported  as 
of  the  fiscal  year  in  which  this  act  is  ap¬ 
proved. 

Sec.  2.  Each  appropriation  account  estab¬ 
lished  pursuant  to  this  act  shall  be  ac¬ 
counted  for  as  one  fund  and  shall  be  avail¬ 
able  without  fiscal  year  limitation  for  pay¬ 
ment  of  obligations  chargeable  against  any 
of  the  appropriations  from  which  such  ac¬ 
count  was  derived.  Subject  to  regulations 
to  be  prescribed  by  the  Comptroller  General 
of  the  United  States,  payment  of  such  ob¬ 
ligations  may  be  made  without  prior  action 
by  the  General  Accounting  Office,  but  noth¬ 
ing  contained  in  this  act  shall  be  construed 
to  relieve  the  Comptroller  General  of  the 
United  States  of  his  duty  to  render  decisions 
upon  requests  made  pursuant  to  law  or  to 
abridge  the  existing  authority  of  the  General 
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Accounting  Office  to  settle  and  adjust  claims, 
demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  estab¬ 
lished  pursuant  to  this  act  shall  be  reviewed 
periodically  but  at  least  once  each  fiscal  year, 
by  each  agency  concerned.  If  the  undis¬ 
bursed  balance  in  any  account  exceeds  the 
obligated  balance  pertaining  thereto,  the 
amount  of  the  excess  shall  be  withdrawn  in 
the  manner  provided  by  section  1  (a)  (2)  of 
this  act;  but  if  the  obligated  balance  exceeds 
the  undisbursed  balance,  the  amount  of  the 
excess  may  be  transferred  to  such  account 
from  the  appropriation  currently  available 
for  the  same  general  purposes.  A  review 
shall  be  made  as  of  the  close  of  each  fiscal 
year  and  the  transfers  or  withdrawals  re¬ 
quired  by  this  section  accomplished  not  later 
than  September  30  of  the  following  fiscal 
year,  but  the  transactions  shall  be  accounted 
for  and  reported  as  of  the  close  of  the  fiscal 
year  to  which  such  review  pertains.  A  re¬ 
view  made  as  of  any  other  date  for  which 
transfers  or  withdrawals  are  accomplished 
after  September  30  in  any  fiscal  year  shall  be 
accounted  for  and  reported  as  transactions 
of  the  fiscal  year  in  which  accomplished. 

(b)  Whenever  a  payment  chargeable  to  an 
appropriation  account  established  pursuant 
to  this  act  would  exceed  the  undisbursed 
balance  of  such  account,  the  amount  of  the 
definciency  may  be  transferred  to  such  ac¬ 
count  from  the  appropriation  currently 
available  for  the  same  general  purposes. 
Where  such  deficiency  is  caused  by  the 
failure  to  collect  repayments  to  appropria¬ 
tions  merged  with  the  appropriation  ac¬ 
count  established  pursuant  to  this  act,  the 
amount  of  the  deficiency  may  be  returned 
to  such  current  appropriation  if  the  repay¬ 
ments  are  subsequently  collected  during  the 
same  fiscal  year. 

(c)  In  connection  with  his  audit  respon¬ 
sibilities,  the  Comptroller  General  of  the 
United  States  shall  report  to  the  head  of  the 
agency  concerned,  to  the  Secretary  of  the 
Treasury,  and  to  the  Director  of  the  Bureau 
of  the  Budget,  respecting  operations  under 
this  act,  including  an  appraisal  of  the  un¬ 
liquidated  obligations  under  the  appropria¬ 
tion  accounts  established  by  this  act.  Within 
30  days  after  receipt  of  such  report,  the 
agency  concerned  shall  accomplish  any  ac¬ 
tions  required  by  subsection  (a)  of  this 
section  which  such  report  shows  to  be  nec¬ 
essary. 

Sec.  4.  During  the  fiscal  year  following  the 
fiscal  year  in  which  this  act  becomes  effec¬ 
tive,  and  under  rules  and  regulations  to  be 
prescribed  by  the  Comptroller  General  of  the 
United  States,  the  undisbursed  balance  of 
the  appropriation  account  for  payment  of 
certified  claims  established  pursuant  to  sec¬ 
tion  2  of  the  act  of  July  6,  1949  (63  Stat. 
407;  31  U.  S.  C.  712b),  shall  be  closed  in 
the  manner  provided  in  section  1  (a)  of  this 
act. 

Sec.  5.  The  obligated  balances  of  appro¬ 
priations  made  available  for  the  obligation 
for  definite  periods  of  time  under  discon¬ 
tinued  appropriation  heads  may  be  merged 
in  the  appropriation  accounts  provided  for 
by  section  1  hereof,  or  in  1  or  more  other 
accounts  to  be  established  pursuant  to  this 
act  for  discontinued  appropriations  of  the 
agency  or  subdivision  thereof  currently  re¬ 
sponsible  for  the  liquidation  of  the  obliga¬ 
tions. 

Sec.  6.  The  unobligated  balances  of  ap¬ 
propriations  which  are  not  limited  to  a 
d ignite  period  of  time  shall  be  withdrawn 
in  the  manner  provided  in  section  1  (a) 

(2)  of  this  act  whenever  the  head  of  the 
agency  concerned  shall  determine  that  the 
purpose  for  which  the  appropriation  was 
made  has  been  fulfilled;  or,  in  any  event, 
whenever  disbursements  have  not  been  made 
against  the  appropriation  for  2  full  consecu¬ 
tive  fiscal  years:  Provided,  That  amounts  of 
appropriations  not  limited  to  a  definite 
period  of  time  which  are  withdrawn  pursuant 
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to  this  section  or  were  heretofore  withdrawn 
from  the  appropriation  account  by  admin¬ 
istrative  action  may  be  restored  to  the  ap¬ 
plicable  appropriation  account  for  the  pay¬ 
ment  of  obligations  and.  for  the  settlement 
of  accounts. 

Sec.  7.  The  following  provisions  of  law  are 
hereby  repealed: 

(a)  The  proviso  under  the  heading  “Pay¬ 
ment  of  certified  claims”  in  the  act  of  April 
25,  1945  (59  Stat.  90;  31  U.  S.  C.  690) ; 

(b)  Section  2  of  the  act  of  July  6,  1949 
(63  Stat.  407;  31  U.  S.  C.  712b),  but  the 
repeal  of  this  section  shall  not  be  effective 
until  June  30,  1957; 

(c)  The  paragraph  under  the  heading 
“Payment  of  certified  claims”  in  the  act 
of  June  30,  1949  (63  Stat.  358;  31  U.  S.  C. 
712c); 

(d)  Section  5  of  the  act  of  March  3,  1875 
(18  Stat.  418;  31  U.  S.  C.  713a);  and 

(e)  Section  3691  of  the  Revised  Statutes, 
as  amended  (31  U.  S.  C.  715). 

(f)  Any  provisions  (except  those  contained 
In  appropriation  acts  for  the  fiscal  years 
1956  and  1957)  permitting  an  appropriation 
to  remain  available  for  expenditure  for  any 
period  beyond  that  for  which  it  is  available 
for  obligation,  but  this  subsection  shall  not 
be  effective  until  June  30,  1957. 

Sec.  8.  The  provisions  of  this  act  shall  not 
apply  to  the  appropriations  for  the  District 
of  Columbia  or  to  the  appropriations  dis¬ 
bursed  by  the  Secretary  of  the  Senate  or  the 
Clerk  of  the  House  of  Representatives. 

Sec.  9.  The  inclusion  in  appropriation  acts 
of  provisions  excepting  any  appropriation  or 
appropriations  from  the  operation  of  the  pro¬ 
visions  of  this  act  and  fixing  the  period  for 
which  such  appropriation  or  appropriations 
shall  remain  available  for  expenditure  is 
hereby  authorized. 

The  amendments  were  agreed  to. 

The  PRESIDING  OFFICER.  The  bill 
is  open  to  further  amendment. 

Mr.  KENNEDY.  Mr.  President,  I  ask 
unanimous  consent  that  the  Committee 
on  Government  Operations  be  dis¬ 
charged  from  the  further  consideration 
of  the  bill  (H.  R.  9593)  to  simplify  ac¬ 
counting,  to  facilitate  the  payment  of 
obligations,  and  for  other  purposes. 

The  PRESIDING  OFFICER.  Without 
objection  the  Committee  on  Government 
Operations  is  discharged  from  the  fur¬ 
ther  consideration  of  the  bill  referred  to 
by  the  Senator  from  Massachusetts. 

Mr.  KENNEDY.  Mr.  President,  I  now 
move  that  the  Senate  proceed  to  the 
consideration  of  House  bill  9593. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Massachusetts. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  consider  the  bill 
(H.  R.  9593)  to  simplify  accounting,  to 
facilitate  the  payment  of  obligations, 
and  for  other  purposes. 

Mr.  KENNEDY.  Mr.  President,  I 
move  that  all  after  the  enacting  clause 
of  the  House  bill  be  stricken,  and  that 
the  Senate  bill,  as  amended,  be  substi¬ 
tuted  for  the  language  of  the  House  bill, 
and  that  following  the  passage  of  the 
House  bill  the  Senate  bill  be  indefinitely 
postponed. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Massachusetts. 

The  motion  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  engrossment  of  the 
amendment  and  the  third  reading  of  the 
bill. 


The  amendment  was  ordered  to  be 
engrossed  and  the  bill  to  be  read  a  third 
time. 

The  bill  (H.  R.  9593)  was  read  the 
third  time  and  passed. 

The  PRESIDING  OFFICER.  Senate 
bill  3362  is  indefinitely  postponed. 

Mr.  KENNEDY  subsequently  said :  Mr. 
President,  I  ask  unanimous  consent  that 
there  may  be  printed  in  the  Record,  fol¬ 
lowing  the  passage  of  House  bill  9593,  a 
brief  explanation  of  the  differences  be¬ 
tween  that  bill  and  Senate  bill  3362. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Comparison  op  H.  R.  9593,  as  Approved  by  the 
House,  With  S.  3362 

Section  1  of  S.  3362  provides  for  the  trans¬ 
fer  and  merger  in  no-year  accounts  of  all 
obligated  balances  of  appropriations  which 
are  made  for  a  definite  period  of  time  ( 1  year 
for  obligation  and  3  years  for  liquidation  of 
obligations)  immediately  after  the  close  of 
the  first  year. 

H.  R.  9593  postpones  the  transfer  of  the 
obligation  balances  until  the  end  of  the  sec¬ 
ond  year  after  expiration  of  the  obligation 
period,  i.  e.,  at  the  end  of  the  third  year  or 
expiration  of  the  appropriation  for  expendi¬ 
ture  purposes. 

Section  1  (a)  (2)  and  (3)  of  S.  3362  pro¬ 
vides  alternate  authority  to  restore  amounts 
withdrawn  as  unobligated  or  to  effect  trans¬ 
fers  from  current  appropriations  for  sup¬ 
plying  funds  to  balance  the  liquidated  ac¬ 
counts,  effect  adjustments,  and  to  pay  out¬ 
standing  obligations. 

H.  R.  9593  provides  that  funds  necessary 
for  these  purposes  will  be  limited  to,  and 
supplied  from,  amounts  withdrawn  as  unob¬ 
ligated.  Balances  restored  to  liquidated  obli¬ 
gations  and  to  effect  adjustments  are  re¬ 
quired  to  be  reported  to  the  Bureau  of  the 
Budget  prior  to  restoration. 

The  Senate  bill  is  silent  as  to  when  the  re¬ 
port  must  be  made  but  requires  report  to 
the  Appropriations  Committees,  Bureau  of 
the  Budget,  and  to  the  Comptroller  General 
of  the  United  States. 

Both  bills  eliminate  the  requirement  that 
all  bills  chargeable  to  lapsed  appropriations 
must  be  submitted  to  the  General  Account¬ 
ing  Office  before  payment. 

Both  bills  permit  the  agencies  to  pay  prior 
year  obligations  in  the  same  manner  as  cur¬ 
rent  bills.  K 

Both  bills  contemplate  that  expenditures 
on  account  of  prior  year  obligations  will  be 
charged  against  the  agency  actually  in¬ 
curring  the  obligation  rather  than  charging 
the  Treasury  Department  as  is  done  at  the 
present  time. 
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DISPOSAL  OF  SURPLUS  PROPERTY 

Mr.  KENNEDY.  Mr.  President,  I  move 
that  the  Senate  proceed  to  the  considera¬ 
tion  of  Order  No.  2288,  H.  R.  7227. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title,  for  the  informa¬ 
tion  of  the  Senate. 

The  Legislative  Clerk.  A  bill  (H.  R. 
7227)  to  amend  further  the  Federal  Prop¬ 
erty  and  Administrative  Services  Act  of 
1949,  as  amended,  to  authorize  the  dis¬ 
posal  of  surplus  property  for  civil  defense 
purposes,  to  provide  that  certain  Federal 
surplus  property  be  disposed  of  to  State 
and  local  civil  defense  organizations 
which  are  established  by  or  pursuant  to 
State  law,  and  for  other  purposes. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Massachusetts. 


The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  consider  the  bill, 
which  had  been  reported  from  the  Com¬ 
mittee  on  Government  Operations  witty 
an  amendment,  to  strike  out  all  after  tfc 
enacting  clause  and  insert: 

That  subsection  203  (j)  of  the  Fyfferal 
Property  and  Administrative  Services  Act  of 
1949,  as  amended  (40  U.  S.  C.  484  Jn))>  is 
amended  to  read  as  follows : 

“(j)  (1)  Under  such  regulation's  he  may 
prescribe,  the  Administrator  is  ajrthorized  in 
his  discretion  to  donate  without  cost  (ex¬ 
cept  for  costs  of  care  and  hanraling)  for  use 
in  any  State  for  purposes  ofxCducation,  pub¬ 
lic  health,  or  civil  defens^  or  for  research 
for  any  such  purpose,  an/ equipment,  mate¬ 
rials,  books  or  other  Supplies  (including 
those  capitalized  in  A  working  capital  or 
similar  fund)  under^he  control  of  any  ex¬ 
ecutive  agency  whian  shall  have  been  deter¬ 
mined  to  be  surplus  property  and  which 
shall  have  been  determined  under  paragraph 
(2) ,  (3) ,  or  (4)  Ai  this  subsection  to  be  usable 
and  necessar^or  any  such  purpose.  In  de¬ 
termining  \GCether  property  is  to  be  donated 
under  this^ubsection,  no  distinction  shall 
be  made yoetween  property  capitalized  in  a 
workin^rcapital  fund  established  under  sec¬ 
tion  4Qp  of  the  National  Security  Act  of  1947, 
as  amended,  or  any  similar  fund,  and  any 
othjr  property.  No  such  property  shall  be 
transferred  for  use  within  any  State  except 
the  State  agency  designated  under  State 
w  for  the  purpose  of  distributing  in  con¬ 
formity  with  the  provisions  of  this  sub¬ 
section,  all  property  allocated  under  this 
subsection  for  use  within  such  State. 

“(2)  In  the  case  of  surplus  property  under 
the  control  of  the  Department  of  Defense, 
the  Secretary  of  Defense  shall  determine 
whether  such  property  is  usable  and  neces¬ 
sary  for  educational  activities  which  are  of 
special  interest  to  the  armed  services,  such 
as  maritime  academies  or  military,  naval, 
Air  Force,  or  Coast  Guard  preparatory 
schools.  If  such  Secretary  shall  determine 
that  such  property  is  usable  and  necessary 
for  such  purposes,  he  shall  allocate  it  for 
transfer  by  the  Administrator  to  the  appro¬ 
priate  State  agency  for  distribution  to  such 
educational  activities.  If  he  shall  deter¬ 
mine  that  such  property  is  not  usable  and 
necessary  for  such  purposes,  it  may  be  dis¬ 
posed  of  in  accordance  with  paragraph  (3)  or 
paragraph  (4)  of  this  subsection. 

(3)  Determination  whether  such  surplus 
operty  (except  surplus  property  allocated 
inNconformity  with  par.  (2)  of  this  subsec- 
tioiX  is  usable  and  necessary  for  purposes 
of  education  or  public  health,  or  for  research 
for  anV  such  purpose,  in  any  State  shall 
be  madeVby  the  Secretary  of  Health,  Educa¬ 
tion,  and>Welfare,  who  shall  allocate  such 
property  onuffie  basis  of  needs  and  utiliza¬ 
tion  for  transfer  by  the  Administrator  to 
such  State  agency  for  distribution  to  (A) 
tax-supported  inedical  institutions,  hos¬ 
pitals,  clinics,  health  centers,  school  sys¬ 
tems,  schools,  colleges,  and  universities,  and 
(B)  other  nonprofit,  medical  institutions, 
hospitals,  clinics,  hesdth  centers,  schools, 
colleges,  and  universities  which  are  exempt 
from  taxation  under  section  501  (c)  (3)  of 
the  Internal  Revenue  CodeW  1954.  No  such 
property  shall  be  transferred  to  any  State 
agency  until  the  Secretary  of  Stealth,  Educa¬ 
tion,  and  Welfare  has  received  from  such 
State  agency,  a  certification  thatSsuch  prop¬ 
erty  is  usable  and  needed  for  educational  or 
public-health  purposes  in  the  Stkte,  and 
until  the  Secretary  has  determined  thai  such 
State  agency  has  conformed  to  minitaum 
standards  of  operation  prescribed  by  Nile 
Secretary  for  the  disposal  of  surplus  propel 

“(4)  Determination  whether  such  sur» 
plus  property  (except  surplus  property  al-'' 
located  in  conformity  with  paragraph  (2)  of 
this  subsection)  is  usable  and  necessary  for 


' 


-  »m' 

mv  -~\.l  .  . 


v'  •  •  »  .!  2 

•»*»  •  «...  5».  I.**  .  *  *i/ 


■  "•  y  ‘ 

Ww^ijr  »?.  C-jnivty  ;  vfc 


II-  .  T,  JiS  >.  A-'TtA 


and  .  Ir.'  ' 

Wra  a. 

..  .  .rs  '■  '  •  -n  .  ! 

'  «tv  v-'I  'i  a  d  if  i  1  9  fTS'  i 

-J  Of  '  •  r  u  »  - 

,1,  A-  ;w  .-.  ’v'.  "■>.  C  .*•  •  .<•»•  (U  ! 

».;u*  lm5n4l(  '!>»  r>  qutivmcnt  V  U 

' 


<  ■  w 

,-aln'  •*  .  •*).  -r  -‘opvrty  ^  t»*  i«;  tt 

o«  nvi' .  J5et».  ■  .  proforry  f>  Ji  •  c  *• 

wo;  i  ■ .  •  iprtu!  and  •••»«.«  • 

»oruiliy  tilt-  thf  p-- .yUl  tai*  <  'i 

i:  proptsn  v  doc  ■  ><i  «  ?  -i 

*t»:  at  tap  Uci  ■  ni  a*  Od«.aa 

W*V  bi  p  'P?f  .  1':  ble  : .  i u-'tfCI 

\rj  Jim-  edi«»UojwJ  act  . 

k  dfcw  .-r  *Uic.-y  .i  •-• 

Mr  >  cu.  c  o.  G»f)id  pr.-. ijumtot 

-  tat  .*a«b  :  toj.my  •*  «!)!«  -d  .  v 

ill  "  r.l  utp:  It  f 

■  Uui.  a  P  Qi-w-4  ,  •.  J!9t  ■  :■*  c,-. 

ccv-pn  ?  fo.  i>  Tir  e\  it  ui.>y  ■  ti 

ip  •  e  i.a. 

>.  *r  (v.  ept  ,  .j-  "'copttty  .uo. 

*f  *•  '  jto  y  <  ■  )  or  tt.1  «r  '• 

a  -  •!'•  f  .  ■••  .  v  .•  y.'tfo* 

Jl<  .■  I  .JT  public  l>  'll!,  O.  for  r&fi’ 

.  C  .  i.v  !  -■■  t  (C  'ert  ■  rf  n  r  \tk; 

'  '  v  •  .>**  ■  w 


^  — -J 

OFFICE  OF  BUDGET  AND  FINANCE 
( FoK Department  Staff  Only) 


CONGRESSIONAL 

PROCEEDINGS 


|  OF  INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURI 


Issued 
For  actions  of 


CONTENTS 


Julv  2,  195$ 
Jv.no  29,  IWo 
o!  t  th-2  nd  ,  o . A.0  9 


Accounting-  • .,..*,,..,.,,6 

Adjournments, %lh,22 

Appropriation® , . . ,  ,1 

Atomic  energy \-9, 20, 23,32 

CCC . \*..,,,,13 

Depressed  areas.. ,,,.5 
Disaster  relief, e . . ,29 
'Education., . .......  .  \8,13 

Electrifications. ,,lj,2fr,2U 

Family  farms. . .*,.#7S6 

Farm  program.. ..2' 
Fisheries. . ............ .13 

Flag.,,. . 31 

Flood  control....,,,,,., 13 


Food  and  drug,. 18 
Foreign  aid, ,15,25 
Fores try,,.,,,  33 

Housing •.,,,,•....,..•,,,7 

Information. ,30 

Lands,  public . ,....,17 

Legislative  program. . , . ,13 

Livestock, •••••,•....» ,,3l* 
Marketing ••.•.•.,...,«».19 

Meat  inspection,.,..., .,18 
Military  construction..,. 2 
lilk  imports . ,3 
[nation. .... ........ ,3^ 


Oranges . » , , • , , , • , A , • « • .19 

Personnel, , , .10,28 
Postal  rates,  ...... ..13 

Public  debt  %/,, , .......  ,21 

Reclamation^, ........  *1;,  2k 

Roads , , .  Ut . . .33 

School  construction, ,,8,13 
Se  curity  ,16 

Surplus  commodities o..... 2 

Taxation . .  ,3U 

actiles . ,11 

'Tobacco  . . . . .12 

Trade,  foreign . ..,,,3 5 


HIGHLIGHTS:  Senate  passed  mutual \ecurity  bill,  /Both  Houses  agreed  to  conference 
report  on  Defense  Department  appropriation  bill/  Ready  for  President,  House  commit 
tee  reported  bill  to  authorise  construction  of7  Hells  Canyon  Dam,  House  committee 
reported  area  assistance  bill.  House  Conferees  appointed  on  bill  to  improve  Govern¬ 
ment  accounting  and  obligation  procedure^-/ Rules  Committee  ordered  housing  bill 
tabled,  Jt.  Committee  on  Atomic  Energy  entered  reported  bills  to  accelerate  civilia 
atomic  power  program.  Sen.  Humphrey  criricrzed  handling  of  security  cases  by  this 
Department,  "  v 
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JiS. 

1,  APPROPRIATIONS,  Both  Houses  agreed  to  the  conference  report  on  H,  R,  10986,  the 
Defense  Department  appropriation  bill  for  1957.  pp\  10230,  10315*  This  bill 
is  noitf  ready  for  the /resident, 

2,  SURPLUS  COMMODITIES^  Conferees  were  appointed  on  H.  Re  9893*  to  authorize 

certain  military/construction^  The  bill  authorizes  the  Secretary  of  Defense 
to  use  for  family  housing  construction  in  foreign  countries^  foreign  currencies 
not  to  exceed/$250  million  acquired  through  provisions  of  thby  Agricultural 
Trade  Development  and  Assistance  Act  or  other  commodity  transactions  of  CCC, 
Senate  conferees  were  appointed  on  June  28,  p,  19229 


3,  MILK  HffidRTS,  The  Agriculture  Committee  reported  with  amendment  H,  R.  609,  to 
extend  the  Federal  Inport  Milk  Act  to  Alaska  (H*  Rept.  2536).  p.  10: 

Ik,  RECLAMATION;  ELECTRIFICATION.  The  Interior  and  Insular  Affairs  Committe^Sreport 
[  with  amendment  H,  R,  U71 9,  to  authorize  the  construction,  operation,  and 
"maintenance  of  the  Hells  Canyon  Dam  on  the  Snake  River  between  Idaho  and  ^ 
Oregon  (H,  Rept,  25^2),  p.  10300 
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IHiSA  ASSISTANCE,  The  Banking  and  Currency  Committee  reported  x-jith  amendment 
H,\R0  11811.,  to  alleviate  conditions  of  excessive  unemployment  and  under¬ 
employment  in  depressed  industrial  and  rural  areas  (H„  Repto  25k3 )•  P'*  10300 


60  ACCOUNTING,,  Conferees  were  appointed  on  H,  R,  9593*  to  simplify  Federal  account¬ 
ing  practices  and  facilitate  the  pavment  of  obligations,  p,  10235  (Senate 
conferees  have  not  been  appointed,) 


. "  -"-W— — '  1  ■  — - - -  M 

7,  HOUSING,  The\Rules  Committee  ordered  tabled  H,  R,  117^2,  the  Rousing  bill, 
p.  D71U 


8,  EDUCATION,  Continued  debate  on  H0  Re  7535*  to  authorize  Federal  Assistance  to 

the  States  and  lovfcal  communities  financing  an  expanded  program  of  school  con¬ 
struction  so  as  to ‘‘•eliminate  the  national  shortage  of  classrooms,  pp,  102U0* 
10275*  10286 

9,  ATOMIC  ENERGY ,  The  Joint  Committee  on  Atomic  Energy/ordered  reported  S,  hlh6 

and  H,  R,  12C61,  to  accelerate  the  civilian  atomi?' pox^rer  program  in  the  U,  S, 

p.  D715 


10,  PERSONNEL,  Both  Houses  received  from  the  Presidential  Adviser  on  Personnel 
Management  a  proposed  bill  "t<i  consolidate  a/ld  revise  certain  provisions  of 
lax*  relating  to  additional  compensation  of /Civilian  employees  of  the  Federal 
Government  stationed  in  foreign  hpeas  and/to  facilitate  recruitment,  reduce 
turnover,  and  compensate  for  extrA  costs/and  hardships  due  to  overseas  assign¬ 
ments”  j  to  the  Post  Office  and  Civil  Spivice  Committees,  pp.  10299,  10303 
Received  from  the  Health,  Education,  and  Welfare  Department  a  proposed 
bill  "to  encourage  the  extension  an^ improvement  of  voluntary  health  prepayment 
plans  or  policies" ;  to  the  Interstate  ahd  Foreign  Commerce  Committee,  p,  10299 


\ 


11.  TEXTILES,  Rep.  Alexander  criticized  the  present  import  allowances  on  certain 
clothing  and  textiles,  and  urgpa  that  trade 'limitations  be  imposed  on  Japanese 


textiles  imports,  p,  10292 


\ 


12.  TOBACCO.  Rep.  Cramer  urged/that  certain  tariff  adjustments  be  made  on  behalf 
of  the  Spanish  All-Havana/ Cigar  Industry  of  Tampay  Fla,*  because  of  the  adverse 
effect  on  this  industry  /Created  by  the  Cuban  cigar"  industry,  p.  10283 


13.  LEGISLATIVE  PROGRAM,  Rep.  McCormack  announced  the  following  legislative  program 
for  July  2-6:  Mon.  J  the  Consent  Calendar,  the  small  flhpod  control  projects 
bill,  the  fisheries  bill,  and  the  rule  on  the  postal  rate  increase  bill;  Tues., 
Private  Calendar ,/' the  postal  rate  increase  bill;  TTed.,  noxsession;  Thurs,  and 
Fri.*  the  schooV  construction  program  bill  for  Federal  affdcted  areas,  and  the 
CCC  borrowing  authority  increase  bill,  pp.  10229*  1027U  \ 


Ik,  ADJOURNED  un^il  Mon.,  July  20  pp.  10229,  10299 

SENATE 


i 


15.  FOREIGN /AID,  Passed  with  amendments  H.  R,  11356,  the  mutual  security"!) ill,  by 
a  vote  of  5U  to  25  (p.  10317).  Agreed  to  amendments  by  Sen.  Dirksen 
authorize  obligations  in  advance  of  appropriations  authorized  in  the  bill,  and 
to/ 'authorize  an  additional  05  million  for  information,  relief,  exchange 
Arsons,  education  and  resettlement  programs  (p,  10320),  by  Sen.  Humphrey*  as 
modified,  for  the  greater  promotion  of  economic  development  in  underdeveloped 
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laijv  are  now  paying  dividends  to  Ameri¬ 
can,  exporters  and  importers,  and  to  the 
areak  which  they  serve. 

Wichin  the  past  2  years  the  lines  which 
entereckinto  contracts  under  the  1936 
act  are  embarking  upon  a  replacement  of 
more  than\180  new  ships,  to  be  built  be¬ 
tween  1955  and  1970,  at  an  estimated  to¬ 
tal  cost  in  excess  of  $1,500,000,000. 

But,  Mr.  Speaker,  there  is  another  side 
to  this  picture  'which  is  perhaps  even 
more  urgent  now  than  it  was  20  years  ago. 

Today  our  international  trade  is  ex¬ 
panding  and  our  worid  obligations  are 
increasing,  but  I  regret  to  say  that  our 
participation  in  the  foreign  commerce  of 
the  United  States  is  less\than  25  per¬ 
cent — lower  than  it  was  ben^re  the  birth 
of  the  1936  act. 

There  are  many  reasons  for  tyiis  which 
I  will  not  attempt  to  discuss  now.  One 
thing,  however,  is  clear,  and  that\s  that 
the  principle  is  the  same — the  needSis  as 
great  or  greater — and  it  is  our  obligation 
to  meet  the  challenge  to  keep  our  mer¬ 
chant  marine  on  an  even  keel  with  the 
ever  expanding  growth  of  our  foreign' 
commerce  and  the  growing  needs  of  our 
national  security. 

Mr.  Speaker,  I  wish  to  call  to  the  atten¬ 
tion  of  the  House  that  Schuyler  Otis 
Bland,  of  Virginia,  a  most  distinguished 
Member  of  the  House  and  chairman  of 
the  Merchant  Marine  Committee  for  16 
years,  was  the  father  of  the  Merchant 
Marine  Act  of  1936  which  has  proven  so 
essential  to  the  development  and  expan¬ 
sion  of  our  waterborne  commerce  and  our 
national  defense. 

I  would  like  to  insert  at  this  point  an 
editorial  from  today’s  New  York  Journal 
of  Commerce: 

Merchant  Marine  Act  Anniversary 
(By  Edward  P.  Tastrom) 

Today  marks  the  20th  anniversary  of  the 
enactment  by  Congress  of  the  Merchant  Ma¬ 
rine  Act  of  1936,  a  piece  of  legislation  that 
has  come  to  be  regarded  as  the  Magna  Carta 
of  the  shipping  industry. 

This  law  is  particularly  noteworthy  for 
having  set  for  the  first  time  a  long-range 
formula  for  the  development  of  our  overseas 
commercial  shipping.  It  did  this  by  estab¬ 
lishing  the  parity  formula  for  both  construc¬ 
tion  and  operation,  required  the'lines  whichy 
proposed  to  benefit  by  this  arrangement 
build  up  and  earmark  for  new  construction 
certain  reserves,  and  to  confine  their  operat¬ 
ing  activities  to  certain  specific  trade  wnites 
which  were  designed  to  promote  thpr  com¬ 
merce  of  the  United  States. 

It  recognized  the  need  of  an  adequate  mer¬ 
chant  fleet,  but  it  also  made  certain  that  its 
development  would  be  along  the'lines  which 
would  most  adequately  serve /the  common 
good  both  in  time  of  crisis  j»nd  in  develop- 
ment'of  trade. 

How  has  the  act  worked/  A  look  at  some 
statistics  shows  that  the/lines  holding  sub¬ 
sidy  contracts  have  virtually  doubled  the 
size  of  their  fleets.  T/day  this  fleet  consists 
of  294  vessels  of  3.2  Bnillion  tons  deadweight, 
compared  with  the/prewar  fleet  of  171  ships 
aggregating  1.7  nnllion  tons. 

More  striking/^  the  three-fold  increase  in 
yearly  carrying/ capacity  of  this  fleet  due  to 
the  creation  m.  larger  and  faster  ships.  To¬ 
day,  estimated  cargo  capacity  lift  is  placed 
at  more  than  14  million  tons  deadweight, 
compared/  with  4.6  million  20  years  earlier. 

Capital  reserves  of  these  lines  also  have 
been  Innit  up  to  high  levels  and  are  esti¬ 
mated  to  aggregate  about  $500  million.  This 
haar  permitted  several  of  the  contract  lines 
tor  announce  new  long-range  construction 


plans  recently  ranging  from  $175  million  to 
over  $300  million. 

Thus,  this  legislation  can  be  said  to  have 
achieved  its  purpose  and,  according  to  the 
Committee  of  American  Steamship  Lines 
which  represents  the  subsidized  group,  at  a 
modest  cost  to  the  taxpayer.  The  committee 
estimates  that  the  net  operating  subsidy 
cost  from  1947  through  1954  (payments  were 
discontinued  during  the  war  period)  totaled 
$68.3  million,  or  an  average  of  $8.5  million  a 
year.  This  is  after  Federal  income  taxes 
and  repayments  under  subsidy  contracts  as 
called  for  by  law. 

The  1936  act  has  been  amended  several 
times  to  meet  changing  economic  and  polit¬ 
ical  conditions  so  that  it  continues  today 
as  the  living  instrument  of  our  national 
maritime  policy. 

Looking  into  the  future  it  is  evident  that 
still  further  changes  will  be  in  order  over 
the  years  ahead  if  this  law  is  to  continue 
as  a  dynamic  force. 

New  problems  are  constantly  arising  and 
new  trends  having  a  vital  influence  on  busi¬ 
ness  continue  to  come  to  light.  Shipping, 
with  its  heavy  capital  investment,  is  a  long- 
range  planning  proposition  so  that,  while 
the  securing  of  cargo  is  always  an  imme¬ 
diate  concern,  the  steamship  executive,  likj 
ythe  master  on  the  bridge  of  one  of  his  shij 
past  always  look  to  the  horizon. 

one  were  to  peer  into  the  crystah^ball 
tod\y  and  try  to  divine  what  might /ne  in 
storeSfor  us  during  the  next  20  years  it  is 
possible  to  engage  in  some  intriguing  specu¬ 
lation,  assuming  of  course,  that  w^are  spared 
th  third  kprld  war. 

Some  interesting  trends  are  developing  and 
they  all  wilflyaffect  shipping  yftnd  our  mari¬ 
time  policy. 

There  is,  for\example,  tfie  utilization  of 
atomic  power  by  \(ie  merchant  marine.  This 
is  coming  withoutVques/ion,  and  on  a  com- 
merically  practical\seale.  The  submarine 
Nautilus  can  be  litoSaed  to  the  Clermont 
which  first  successfully^  and  profitably  uti¬ 
lized  steam  propulsion. \puring  the  decade 
following  that  mitial  1807  trip  to  Albany, 
tremendous  strjues  were  made  and  we  have 
never  stoppefl/ expanding  in\this  direction 
as  the  performance  of  the  sup%rliner  United 
States,  demonstrates.  Look  fov.  the  same 
thing  to  happen  with  atomic  poi 

With  Shis  will  come  new  probler&g  in  ship 
design/ cost,  and  handling;  the  rfeed  for 
new  tfypes  of  safeguards  afloat  and  import; 
revisions  in  cost  and  capital  accounting,  to 
mention  a  few  possibilities. 

^We  shall  continue  to  import  more  ai 
lore  of  our  raw  materials  to  feed  the  giant 
industrial  machine  that  we  call  these  United 
States.  It  may  be  necessary  to  insure  this 
flow  of  products  by  extending  the  benefits 
of  our  maritime  laws  to  specific  types  of  bulk 
carriers. 

We  are  engaged  in  what  promises  to  be  a 
great  struggle  with  the  Communist  bloc  for 
adoption  by  the  backward  countries  of 
Africa,  the  Middle  East,  and  the  Orient  of 
our  basic  philosophy  as  opposed  to  that  of 
the  Reds.  Its  origins  must  be  in  economic 
aid  to  lift  living  standards  and  prove  visually 
that  our  way  of  emerging  from  the  dark  ages 
is  the  more  preferable. 

This  struggle  is  just  beginning,  if  we  read 
correctly  the  new  change  in  Russian  atti¬ 
tude  to  one  of  apparent  friendliness. 

Actually,  the  new  Moscow  attitude  is  more 
dangerous  than  the  old  truculence  because 
it  is  more  insidious  and  may  lull  us  into  a 
false  sense  of  security. 

Again  the  steamship  industry  is  in  the 
position  of  playing  a  major  role.  Our  flag 
penetrates  every  major  port  of  the  world 
and  with  it  brings  a  segment  of  our  national 
attitude  and  way  of  life.  It  can  be  utilized 
forcefully  and  effectively  in  this  great  strug¬ 
gle  which  is  shaping  up  for  the  loyalty  of  key 
areas  of  the  world. 

We  are  fortunate  in  having  a  strong  mer¬ 
chant  fleet  today.  We  must  be  ever  alert 


to  keep  It  strong  and  to  expand  it  wU&  the 
needs  of  our  economy  and  our  position  as 
the  world’s  leading  trading  nation- 

(Mr.  BONNER  asked  and  .was  given 
permission  to  revise  and  expend  his  re¬ 
marks.) 

Mr.  MAHON.  Mr.  Speaker,  I  yield 
such  time  as  he  may  dessire  to  the  gen¬ 
tleman  from  Illinois  [jar,  Dawson], 

AN  ACT  TO  SIMPLIFY  ACCOUNTING,  FACILITATE 

THE  PAYMENT  OF  OBLIGATIONS,  AND  FOR  OTHER 

PURPOSES 

Mr.  DAWSON  of  Illinois.  Mr.  Speaker, 
I  ask  unanimous  consent  to  take  from 
the  Speaker’s  table  the  bill  (H.  R.  9593) 
to  simplify  accounting,  facilitate  the  pay¬ 
ment  of  obligations,  and  for  other  pur¬ 
poses,  with  a  Senate  amendment  thereto, 
disagree  to  the  Senate  amendment,  and 
agree  to  the  conference  asked  by  the 
Senate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Illi¬ 
nois?  The  Chair  hears  none,  and  ap¬ 
points  the  following  conferees:  Messrs. 
Dawson  of  Illinois,  Jones  of  Alabama, 
Kilgore,  Brown  of  Ohio,  and  Jonas. 

Ml*.  MAHUPi.1  1  Ml1.  tJ^feaker,"  S* 

minutes  to  the  gentleman  from  Missis¬ 
sippi  [Mr.  Whitten], 

(Mr.  WHITTEN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.  ) 

Mr.  WHITTEN.  Mr.  Speaker,  only  a 
very  short  time  ago  we  did  pass  through 
the  Congress  an  appropriation  bill  for 
the  Department  of  National  Defense 
which  did  not  include  this  extra  $900 
million.  At  that  time  and  prior  to  that 
time  I  made  a  special  effort  to  not  air 
my  differences  during  the  hearings  with 
other  members  of  the  committee,  realiz¬ 
ing  that  this  is  only  the  second  year  I 
have  been  back  on  the  subcommittee.  I 
have  the  highest  regard  for  all  of  the 
members,  and  all  of  them  work  very  hard. 
If  you  were  on  that  committee,  you  know 
they  have  to.  But,  I  think  there  is  only 
one  justification  at  all  for  this  increase 
which  we  have  gone  along  with  with  the 
Senate  in  this  conference  report.  I  ex¬ 
pressed  myself  very  strongly  that  I  per¬ 
sonally  could  not  vote  for  the  increase 
unless  it  was  adequately  covered  in  the 
report.  The  report  was  prepared.  I 
is  not  given  a  chance  to  go  over  it.  It 
iri\no  way  reflects  what  I  thought  was 
agr&ed  on  at  the  time  I  agreed  to  vote  for 
this  increase,  and  I  want  to  point  out  why 
I  felt  that  way  and  do  now. 

Last  y^ar,  after  proving  numerous  in¬ 
stances  or\faulty  policy,  we  got  an  in- 
vestigation\f  the  National  Defense  De¬ 
partment’s  procurement  policies  and 
practices,  and  it  is  an  eye  opener.  I  am 
sure  most  of  you  have  not  had  time  to 
read  it,  but  I  wisfkyou  would  get  a  copy 
from  the  Appropriations  Committee. 
The  investigation  mul  to  do  with  the 
overall  procurement  pplicies  and  prac¬ 
tices.  It  shows  that  on&parachute  com¬ 
pany  was  awarded  a  cortriact  based  on 
political  pressure.  Another\example  was 
excluding  royalties  and  license  fees  giv¬ 
ing  extra  profits  totaling  $5\nillion  to 
North  American  alone.  The  FoM  Motor 
Co.  made  a  profit  of  29.6  percen\before 
it  made  voluntary  returns  to  theSGov- 
ernment.  Contracts  have  been  permitted 
to  run  for  as  long  as  5  years  without 
definitive  specifications.  Six  thousand 
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June  29 


an  appendage  to  the 


detail,  Mr. 
statement 


dolIHjs  more  per  engine  paid  to  Buick 
thanVas  necessary  to  others. 

The  things  go  on  and  on,  and  I  point 
out  sonX  examples  appearing  on  pages 
162-163  of  our  committee  hearings  on 
defense  appropriations  released  this 
spring: 

deficiencies  In  procurement  practices 
Mr.  Whitten.  iWould  like  to  go  further 
and  what  I  am  trying  to  get  into  is  whether 
the  Department  of  Defense  is  not  a  directive 
issuing  addition  to  or 
military  services. 

Based  on  these  documents  which  I  have 
listed  and  others,  I  wouldN^e  to  point  out 
some  things  which  happened,  in  this  record. 

I  am  not  going  into  too  m 
Chairman,  but  on  page  99  t' 

(p.  57  of  this  hearing)  is  made: 

“The  failure  of  the  procurement  status 
report  to  contain  timely  entries  ship¬ 
ment  from  the  manufacturer  result  ift^AMA's 
submitting  ASI's  and  expedites  on  material 
that  has  already  been  shipped  by  the  ml 
facturer.” 

Then,  we  turn  to  page  101  (p.  58  of  th 
hearing),  and  find  the  following: 

“For  example,  in  the  Army  too  frequently, 
invitations  for  bids  are  issued  containing 
items  described  by  manufacturers’  part  num¬ 
ber  only.  In  other  bids  the  part  being  pro¬ 
cured  is  specified  as  a  part  manufactured  by 
X  company,  or  equal. 

“The  invitation  for  bid  under  such  circum¬ 
stances  is  often  silent  with  respect  to  the 
existence  or  availability  of  drawings.” 

That  could  only  lead  to  higher  price  bids 
and  would  tend  to  leave  the  business  to  one 
particular  company. 

I  would  like  to  list  a  number  of  these  be¬ 
cause  I  am  of  the  opinion  that  it  will  save 
a  little  time  if  I  do  it  this  way. 

We  turn  to  page  103  (p.  59  of  this  hearing) , 
and  find  the  following: 

“For  example,  one  Army  technical  service 
Justified  an  expenditure  of  $130,000  in  excess 
of  the  low  bid  on  an  end  item  on  the  basis 
that  the  cost  involved  in  establishing  a  parts 
inventory  of  the  low  bidder’s  parts,  together 
with  the  cost  of  preparing  spare  parts  and 
operational  manuals  for  the  same,  would  ex¬ 
ceed  the  apparent  saving  of  $130,000.  Ob¬ 
viously,  this  thinking,  if  carried  to  an  ulti¬ 
mate  conclusion,  would  make  it  impractic¬ 
able  for  the  Government  to  acept  a  low  bid 
if  the  parts  and  manuals  of  a  higher  bidder 
are  already  in  the  repair  parts  supply  sys¬ 
tem.” 

In  other  words,  if  a  fellow  gets  this  busi¬ 
ness  and  supplies  a  manual,  apparently,  he 
stays  in  the  business,  even  though  his  bids 
continued  to  be  high. 

Then,  turning  to  page  104  of  the  report 
(p.  59-60  of  this  hearing) ,  there  is  the  fol 
lowing: 

“Unwarranted  obligations  of  funds.  The 
initial  amount  of  the  contract  was  $80,835,- 
000,  but  by  September  7,  1955,  the  amount 
was  increased  to  $353,822,495.  The  staff  as¬ 
certained  that  as  of  September  ,E3,  1955, 
orders  placed  against  the  contract/amounted 
to  $242,960,217,  with  estimated  ^requisitions 
on  hand  of  about  $3.2  million,  /when  it  was 
pointed  out  to  an  official  of/ASO  that  the 
contract  had  been  increased  to  over  $100 
million  more  than  orders  arfd  requisitions  on 
hand,  he  said  steps  we/e  being  taken  to 
modify  the  contract. 

That  is  a  case  of  /Ordering  $100  million 
worth  more  than  was'  needed,  apparently. 

Now,  on  page  lOjr  (p.  60  of  this  hearing) 
is  the  following 

“One  contractor  found  that  it  took  98 
weeks,  on  the  average,  to  get  a  modification 
kit  required  As  a  result  of  an  engineering 
change  proposal,  shipped  to  the  planes  re¬ 
quiring  change.” 

It  tool/  98  weeks  to  get  it  to  the  planes 
requiring  change. 


Turning  to  page  106  (p.  61  of  this  hear¬ 
ing)  : 

“One  contractor  reported  the  Air  Force 
procedure  of  double  identification  of 
parts” — double  identification — "is  unwieldy 
and  costly.” 

Turning  to  page  109  (p.  62  of  this  hear¬ 
ing)  : 

“Another  contractor  reported  that  he  or¬ 
dered,  at  Air  Force  request,  a  carload  of 
steer  hides  as  part  of  the  bulk  items  list  for 
concurrent  spares  on  an  aircraft.” 

And  they  demanded  that  he  attach  a  draw¬ 
ing.  He  measured  the  steer  hides  and  could 
not  find  any  two  alike. 

“The  contractor  tried  to  write  a  pattern 
description  but  could  find  no  two  of  the  steer 
hides  of  the  same  dimensions.  Consequently 
it  was  impossible  for  him  to  submit  a  draw¬ 
ing.” 

And  under  those  conditions  the  matter  was 
delayed  at  considerable  expense. 

We  turn  then  to  page  111  (p.  63  of  this 
hearing),  where  it  is  charged  that: 

“At  one  Air  Force  facility  (it  was)  disclosed 
that  the  Government  representatives  were 
exercising  little  control  over  the  price  the 
contractor  was  charging  for  spare  parts.” 

For  example,  in  less  than  a  3-year  period 
>ne  item  increased  from  $8.53  each  to  $15.74. 

There  are  other  specific  charges.  One  is 
with  regard  to  the  radio  transmitter,  where 
abotd;  $11  million  worth  of  them  got  lost 
We  sisfil  have  not  found  them,  and  they  a: 
procuring  still  others. 

Secretary  Wilson.  Where  is  that? 

Mr.  Wetotten.  That  was  page  115  (pyf>5  of 
this  hearin] 

One  page  \l6  (p.  65  of  this  hearing)  it  is 
indicated,  with,  regard  to  aircraft  Propellers, 
157  were  procured  at  a  cost  of  $13(13,000.  In 
the  supply  report  62  propellers  were  ac¬ 
counted  for,  leaving  95  unaccounted  for. 

“A  special  inventory  was  taken  in  March 
1955  at  which  time  115  propellers  were  lo¬ 
cated.  However,  42  prdjjejifers  worth  $378,000 
were  still  unaccounted  fj 

The  story  which  appears,  on  pages  116  and 
117  (pp.  65  and  66  or  this  ^rearing)  on  the 
Chateauroux  Depotyshows  that  the  records 
were  in  a  terrible  rotate  and  the  supplies  on 
hand  did  not  tajly  at  all  with  \Jie  reported 
inventory 

Then  on  ps^ge  117  (p.  66  of  this^rearing) 
it  is  reporte' 

“CAMA  submitted  a  listing  of  excesSvprop- 
erty  to  the  Sacramento,  Calif.,  Air  Materiel 
area  wherein  99  line  items  valued  at  5 
540.38  jvere  declared  excess  to  CAMA  require¬ 
ments^  and  disposition  instructions  were  re' 
quested  to  alleviate  storage  problems.  *  * 
as  stated  that  45  of  the  99  line  items  de- 
,red.  excess  were  subjects  of  current  pro- 
urement  actions.” 

In  other  words,  99  of  the  items  were  de¬ 
clared  surplus  and  were  set  up  for  sale,  at  the 
same  time  that  you  were  buying  45  of  the 
99  through  other  people. 

Turning  to  page  120  (p.  67  of  this  hearing) , 
the  same  types  of  inventory  errors  are 
pointed  out.  I  would  point  out  pages  127, 
128,  129  (pp.  71  and  72  of  this  hearing) , 
the  relationship  with  Western  Electric  (p.  73 
of  this  hearing),  page  141  (pp.  77  and  78  of 
this  hearing)  on  deficient  record.  Page  144 
(p.  79  of  this  hearing)  where  $70,000  payment 
for  expedition  was  jumped  to  $1,341,103.98. 
I  would  point  out  Convair,  General  Motors, 
and  page  158  (p.  87  of  this  hearing) ,  where 
additional  costs  to  the  Government  piled  up 
for  2  years  while  the  failure  of  the  contractor 
was  being  considered. 

If  these  are  typical — and  there  is  every  rea¬ 
son  to  believe  they  are — the  Government  is 
spending  billions  needlessly  to  someone's 
profit. 

There  are  illustrations  in  this  investigation 
where  mistakenly  we  were  supposed  to  pay 
$2,100  per  unit  and  the  company  inadver¬ 
tently  submitted  a  bill  at  the  rate  of  $2,700 
per  unit  and  the  Government  paid  the  $2,700, 


and  then  everybody  was  embarrassed  to  find 
out  they  had  paid  all  that  extra  money. 

I  had  extreme  difficulty  in  getting  this 
investigators’  report  printed  in  the  hear¬ 
ings  of  this  committee.  I  finally/man- 
aged  to  get  it  done.  Not  only  tlmt,  but  I 
had  another  problem  in  getthig  Secre¬ 
tary  Wilson  to  come  before  the  commit¬ 
tee  so  that  we  could  question  him  in 
regard  to  it.  And  we  did.  He  came 
before  us,  and  he  made/Chis  significant 
statement. 

He  said: 

I  read  this  record- 

Referring  to  th%  investigation  of  the 
military  departrrfent,  and  I  refer  to  Sec¬ 
retary  Wilson  Pi  f  ter  we  managed  to  get 
him  before  the  committee.  He  said: 

I  assure  you  that  this  looks  like  a  very 
bad  record,/  I  read  the  record  over  all  last 
Sunday  aPd  spent  all  day  reading  the  mate¬ 
rial.  I  game  into  my  office  Monday  morning 
and  I  Aaid  “Well,  I  am  mad,  and  sad.”  I 
did  not  like  that  kind  of  a  record.  I  was 
sad/to  have  such  a  poor  relative  performance 
with  your  good  committee,  and  that  is  about 

II  I  can  say  about  it. 

Mr.  FORD.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  WHITTEN.  I  yield  to  the  gentle¬ 
man  from  Michigan. 

Mr.  FORD.  I  was  not  cognizant  of 
any  reluctance  on  the  part  of  Mr.  Wilson 
to  come  before  the  committee. 

Mr.  WHITTEN.  May  I  agree  with  the 
gentleman,  that  I  saw  no  reluctance  on 
his  part. 

Under  our  procedure  in  the  Congress, 
concerning  which  I  differ  with  many  of 
my  fine  colleagues,  who  incidentally  have 
served  on  this  subcommittee  much  long  ¬ 
er  on  this  particular  subcommittee 
longer  than  I,  though  I  served  on  this 
committee  during  the  war.  Erroneously 
in  my  opinion,  under  existing  policy 
when  we  provide  for  a  contract,  the  Con¬ 
gress  appropriates  the  full  amount  of 
money  for  the  contract  in  advance,  al¬ 
though  it  may  have  4  or  5  years  to  run 
or  for  the  money  to  become  due.  As  a 
result,  we  have  to  give  the  Department 
of  Defense  the  right  to  use  funds  for  a 
^different  purpose  from  that  which  they 
istified  before  the  committee  and  from 
tftat  for  which  we  thought  they  were  go- 
ingSto  spend  it.  Eater  we  have  the  job 
of  trying  to  keep  up  with  how  they  actu¬ 
ally  spent  the  funds. 

As  aVesult  of  giving  them  all  this 
money  ire  advance — and  I  think  this 
statement 'will  be  uncontradicted — the 
Departments  Defense  as  of  today  will 
have — that  is\on  the  1st  of  July  this 
year — more  money  on  hand  than  it  will 
expend  next  yearX  And  yet  we  are  giving 
them  thirty-billion\odd  dollars  in  addi¬ 
tion  under  the  polic\l  describe.  This  is 
under  what  I  think  is  &n  erroneous  policy 
of  Congress,  appropriating  billions  years 
in  advance  of  its  actually  having  to  be 
expended. 

I  think  if  this  waste  as  shown  by  the 
investigation  were  cut  out,  Vhich  Mr. 
Wilson  himself  said  made  him  inad  and 
sad  and  he  hated  to  know  his  depart¬ 
ment  had  such  as  record  as  that,  aiid  if 
this  money  that  they  have  a  right  tXde- 
obligate  and  use  for  other  purposes  were 
properly  used,  then  I  think  the  Congres 
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313 3,  xiith  amendment,  to  provide  for  the  conveyance  of  certain  real  propert; 
)f  the  U.  S.  to  Boise,  Ida.  (S,  Kept.  2512). 


10. 


RESEARCH.  The  Banking  and  Currencjr  Committee  reported  with  amendiaent  S.  38  W , 
to  provide  for  the  disposal  of  the  Government-owned  synthetic  rubber  research 
laboratories  at  Akron,  Ohio  (S.  Kept.  2486).  p.  11090 


11. 


FOREIGN  TRaUE.  The  Banking  and  Currency  Committee  reported  with  amendment 
S.  3868,  to  Extend  the  life  of  the  Export-Import  Bank  of  Washingtoryurom 
June  30,  1958  \o  June  30,  1963  (S,  Rept.  2U87) •  p.  11090 


12. 


MINERALS;  MINING.  \The  Interior  and  Insular  Affairs  Committee  reported  without 
amendment  H.  R«  6501,  to  permit  the  disposal  of  certain  reserve  mineral  deposits 
under  U.  S.  mining  Ibws  (S0  Kept.  2524).  p.  11091 


13, 


ELECTRIFICATION.  The  Jo\nt  Committee  on  Atomic  Energy  reported  with  amendment 
S.  2643,  to  encourage  maximum  development  of  low-cost  electric  energy  from  all 


b 


sources,  including  atomic  energy,  coal,  oil,  natural  gats,  and  water  (.3.  Rept, 


2529).  p.  11091 

Sen  Goldwater  inserted  several  newspaper  editorials  commenting  on  the 
proposed  construction  of  Hells  X^anvon  dam.  p.  11140 

Sen.  Lehman  criticized  oppob^tion  to  the  proposed  public  hydroelectric 
development  at  Niagara  Falls,  N.  r\  p.  11159 


14. 


RESEARCH;  APPROPRIATIONS.  Received  fRom  the  President  a  supplemental  appropria¬ 
tion  estimate  for  the  fiscal  year  1957X  in  Jtfne  amount  of  .>150,000,  for  the 
Commission  on  Increased  Industrial  Use  of /Agricultural  Products  (S.  Doc.  136); 
to  Appropriations  Committee,  p.  11086 


15. 

16. 

i,  i 


POTATOES.  Sen.  Humphrey  inserted  a  Potito  Gr borers  assoc,  resolution  opposing 
futures  trading  in  potatoes,  p.  110p9 


SURPLUS  FOOD.  Sen.  Humphrey  inserted  a  Lutheran  Church  resolution  favoring  the 
distribution  of  surplus  food  to  .the  needy,  p.  UOf 


ibor/anc 


18, 


VETERANS *  BENEFITS.  The  Labor/and  Public  Welfare  Committee  reported  x-rith 
amendments  H,  R.  9260,  to  am^nd  title  III  of  the  Servicfeqnen1  s  Readjustment  Act 
of  1944  (S.  Rept.  2489)*  /.  11090 

/ 

MINING  CLAIMS .  The  Interior  and  Insular  Affairs  Committee  rd^orted  with  amend¬ 
ment  S,  3941,  relating/to  certain  mining  claims  which  were  no\  validated  solely 
because  of  the  failure  of  the  owners  to  take  certain  action  to\>rotect  their 
claims  within  the  prescribed  period  (S.  Rept.  2522).  p.  11091 


19. 


FORESTRY.  Sen.  Nedberger  inserted  a  nex^spaper  editorial  favoring  thk  establish¬ 
ment  of  a  comprenensive  program  to  promote  and  advance  recreation  in\ll  the 
national  forests,  p.  11098 

Sen.  Humphrey  spoke  in  favor  of  a  National  T ilderness  Preservation ^vstem, 
and  inserted  several  articles  on  the  matter,  p.  11154 

Pas sea  as  reported  H.  R,  8817,  to  provide  for  the  conveyance  of  certa: 
property/of  the  U.  S.  to  the  city  of  Corbin,  Ky.  p.  11176 


20, 


FOREIGN^ AFFAIRS .  By  a  vote  of  88  to  0,  agreed  to  a  resolution  of  ratification 
on  a/treaty  of  amity,  economic  relations,  and  consular  rights  with  Iran;  and 
treaties  of  friendship,  commerce,  and  navigation  with  Nicaragua  and  the  Nether¬ 
lands  .  p .  11116 


providing  for  a  study  of  the  foreign 


Passed  xdth  amendment  S.  Res.  285 , 
aid  program  of  the  U.  S,  p,  11159 

PApsed  as  reported  S,  lU7,  to  require  that  international  agreemeu 
other  th$n  treaties,  hereafter  entered  into  by  the  U.  S.,  be  transmitted  to 
the  Senat\  within  60  days  after  the  execution  thereof,  p,  11163 


21.  ACCOUNTING.  Conferees  -were  appointed  on  H.  R.  959 3,  to  simplify  accoxmting 
and  facilitate  the  payment  of  obligations  (House  conferees  were  appointed 
June  29).  p.  11136 


22.  EMPLOYEE  SECURITY Sen,  Humphrey  inserted  several 

summary  of  the  repeat  by  the  N.  Y.  Bar  Assoc,  on  the  Fede 
Program,  p.  111U7 


23.  HOUSING.  Sen.  Lehman  inserted  a  newspaper  editorial 
deadlock  on  housing  legislation,  p.  11158 


articles  and  a 
Loyal ty-Se cur ity 


cussing  the  Congressional 


ordered  reported  the 


2lu  PERSONNEL*  The  Post  Office\ind  Civil  Service  Comitr 
following  bills:  p.  D776 

H,  R.  10368,  xm_thout  amendment,  to  amend  the  Ciyll  Service  Act  to  require 
inclusion  of  certain  information  in  executiyfe  communications  to  Con*  ress 
proposing  creation  or  expansion  of  functions ; 

S,  3500,  without  amendment,  to  reduce  postal  rates  on  parcels  containing  only 
food,  clothing,  or  medicines  seht  abroad^  by  mail  for  relief  purposes; 

S,  3H'6’5,  without  amendment,  relating  to  e/fective  dates  of  increases  in  com¬ 
pensation  granted  to  wage  board  employees; 

S.  3725,  with  amendment,  to  provide  foV increases  in  the  annuities  of  annuitants 
under  the  Civil  Service  Retirement /keit  of  May  29,  1930; 

S.  3593,  with  amendment,  relating  to/reco'gnition  of  organizations  of  postal 
and  Federal  employees,  ■  'v 

25.  LEGISLATIVE  PROGRAM.  Sen.  Johnso/  announced  that  the  Senate  would  convene  at 

10:30  a.m.  from  now  until  the  end  of  the  sessi^i.  p.  11086 

26.  APPROPRIATIONS.  Received  from  the  F resident  supplemental  appropriation  estimat 

for  fiscal  year  1957  (S.  Do/,  136).  This  documentNincludes  the  following  iterrm* 
for  this  Department:  AniiqAl  Disease  Laboratory  Facilities,  18,915,000,  to 
remain  available  until  expended,  to  provide  for  establishment  of  such  facilities} 
and  Acquisition  of  lands  for  Superior  National  Forest,\  innesota,  0500,000,  to 
remain  available  until/expended;  to  Appropriations  Committee,  p.  11086 

ITEMS  IN  APPENDIX 

27.  LANDS,  Extension  of  remarks  by  Rep.  Young  criticizing  certair\land  agents 

acting  in  the  disposal  of  oublic  lands  in  Nev.  p.  A^bbb 

28.  GOVERI'IMT.NT  SECURITY.  Rep.  Sheehan  inserted  a  newspaper  editorial  Urging  support  I 
of  legislati/n  to  reverse  the  Supreme  Court’s  decision  in  the  dismissal  of 


Federal  emqIo3',ees  from  nonsensitive  positions,  p,  A$bb6 

Rep./iulter  inserted  a  nexrepaper  editorial  favoring  a  study  and  \ossible 
revision/of  the  Government’ s  loyalty-security  program  in  view  of  the  Supreme 
Court’s/decision  on  summarv  dismissals,  p.  A5U61* 

29.  FARM  BfOGRAM.  Sen.  T 'iley  inserted  the  text  of  his  speech  in  Footville,  IJis\_ 
urgihg  an  All-American  program  of  justice  for  the  farmer  and  other  segments  of 
the  nation’s  econony.  p.  A5U55 
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Dund  in  testimony  given  before  the  Joint 
Legislative  Committee  To  Investigate  the 
PublidUECducation  System  of  New  York  that 
Theodore  Geiger  had  been  named  as  a  mem¬ 
ber  of  thd^ommunist  Party  in  the  past  while 
associated  Vrith  the  College  of  the  City  of 
New  York.  \  *  *  The  witness  who  so  testi¬ 
fied  was  WillWm  Martin  Canning,  a  former 
instructor  in  English  at  CCNY.  I  do  not 
know  whether  GSiger  was  a  Communist  Party 
member  at  the  tinte  of  his  ECA  appointment, 
but  I  know  that  the  ECA-foreign  aid  en¬ 
abling  statute  specifically  precluded  the  em¬ 
ploy  of  anyone  who  had  been  a  Communist. 
Geiger  never  appealed'Uiis  dismissal  from 
CCNY  nor  denied,  as  far  as  I  know,  the 
weight  of  the  Rapp-Coudekt  Committee  tes¬ 
timony  that  he  was  a  partyynember,  under 
its  discipline  and  paid  dues  t^an  apparatus 
operating  with  the  New  York  (County  Com¬ 
munist  Party  Education  Committee. 

Again,  Mr.  President,  let  me\ay  that 
I  would  not  discuss  Geiger  except  for 
the  fact  that  the  Geiger  case  illustrates 
Mr.  Hoffman’s  attitude  toward  the  c\m“ 
munists-in-Government  problem. 

I  quote  further  from  Mr.  Hoguetl 
statement: 

I  took  this  information  concerning  Geiger 
to  Mr.  Hoffman  and  the  ECA  security  offices 
and  in  several  meetings  suggested  that  this 
evidence  justified  an  investigation  of  Geiger. 
Mr.  Hoffman  said  that  he  had  previously 
signed  a  loyalty  certificate  for  Mr.  Geiger 
and  he  said  that  he  would  not  go  behind 
that.  Therefore,  there  was  no  action  taken 
concerning  Geiger  at  that  time  and  it  was 
not  until  almost  a  year  later  that  I  heard 
that  Mr.  Geiger  was,  after  considerable  time, 
investigated  and  fired,  or  dropped  from  ECA. 

I  understood  also  that  this  was  not  done 
without  considerable  opposition  from  Mr. 
Hoffman  and  Mr.  Bissell,  his  principal  assist¬ 
ant.  This  confrontation  by  Mr.  Hoffman  with 
the  evidence  on  Geiger  by  myself,  by  the  se¬ 
curity  officers  of  ECA  and  by  publication  in 
the  newspapers  occurred  approximately  in 
late  March  1949  and  early  April  and  from 
then  on  he  requested  my  resignation,  which 
I  refused.  For  4  weeks  or  so  a  fight  devel¬ 
oped  and  Bissell,  Hoffman,  and  Bruce  tried 
to  get  me  to  change  my  mind  and  offered  me 
a  job  in  Boston.  Senator  McCarran,  the 
Watchdog  Committee,  the  FBI,  all  became 
interested  and  began  to  check  into  Geiger 
and  a  possible  penetration  of  the  ECA.  Mc- 
Carran’s  office  sent  two  investigators  to  Ohio 
to  interview  Canning.  Canning  later  came 
to  Washington  where  I  saw  him  and  where 
he  was  to  obtain  a  summer  job  in  the  Li¬ 
brary  of  Congress.  A  member  of  the  FBI 
Washington  office  told  me  that  they  believed j 
Geiger  and  some  associates  were  part  of  th^ 
Nathan  Gregory  Silvermaster  group — 

A  spy  group — 
which  had  received  so  much  publipfity  in 
August  of  1948,  and  were  said  to  beyworking 
in  8  Federal  agencies  on  the  basis>of  allega¬ 
tions  by  Elizabeth  Bentley,  Loui^ffF.  Budenz, 
and  Whittaker  Chambers. 

A  few  days  later  after  a  pe/sonal  visit  of 
Mr.  Hoffman  to  Senator  McO&rran,  where  he 
learned  I  had  seen  him  iyconnection  with 
this  matter,  Mr.  Hoffman/threatened  to  fire 
me.  On  a  visit  to  New  York  to  see  my  father 
who  was  ill,  my  fathe/told  me  he  was  con¬ 
cerned  for  my  welfarg  in  my  fight  in  Wash¬ 
ington  and  suggested  I  might  better  fight 
outside  of  the  Government  than  within. 
On  or  about  Jujrfe  1,  1949,  I  resigned  from 
ECA. 

Thus,  Mr/fcresident,  we  here  find  that 
Hoffman  riot  only  refused  to  discharge 
a  man  a  top  policymaking  position, 
a  man  lie  must  have  known  was,  or  at 
least./nad  been,  a  Communist,  but,  in¬ 


stead,  requested  the  resignation  of  the 
man  who  had  helped  expose  him. 

The  remainder  of  Mr.  Houget’s  state¬ 
ment  is  also  of  great  interest,  although 
I  shall  not  take  the  time  of  the  Senate 
to  read  all  of  it.  I  think  it  should  be 
included  in  its  entirety  in  the  Congres¬ 
sional  Record. 

At  this  time,  Mr.  President,  let  me 
read  passages  of  the  Rapp-Coudert  com¬ 
mittee  transcript  that  Mr.  Hoguet  called 
to  Paul  Hoffman’s  personal  attention. 
The  witness  is  William  Martin  Canning. 
The  questioning  is  done  by  Mr.  Paul 
Windels,  counsel  for  the  committee: 

Question.  When  did  you  join  the  Commu¬ 
nist  Party? 

Answer.  January  1936.  „ 

Question  And  when  did  you  leave  the 
party? 

Answer.  Approximately  December— Novem¬ 
ber  or  December  1938. 

•  *  *  •  * 

Question.  Were  there  ever  any  jurisdic¬ 
tional  disputes  over  the  question  as  to  where 
a  member  should  belong? 

Answer.  Oh,  yes,  there  were  sort  of  juris¬ 
dictional  disputes  between  the  Columbia 
liversity  unit  and  the  unit  of  City  College. 
Question.  Do  you  recall  any  incidents  evi-j 
denying  that  dispute? 

Answer.  Yes;  in  the  case  of  two  or  /he 
teacheas  at  the  college  there  was  a  question 
as  to  whether  they  should  belong  Jo  the 
Columbi^ior  the  City  College  unit. 

QuestionVHow  did  they  happen  /to  be  in 
the  Columbia. unit? 

Answer.  Thw  were  gradual  students 
there,  getting  avdoctor’s  degreey 

Question.  That\was  at  the  same  time  that 
they  were  teachin^n  City  College? 

Answer.  Right. 

Question.  Do  you  r'A^alj/who  those  persons 
were? 

Answer.  Yes;  Moses /f.^pinkelstein  was  the 
first. 

Question.  Where  Aid  he  t^ach? 

Answer.  In  City  College,  department  of 
history. 

Question.  WUb  is  the  other  person? 

Answer.  The  other  person  was.  Theodore 
Geiger,  also  in  the  department  of  History. 

Questions  What  was  the  dispute  N^ith  re¬ 
spect  to  Ulose  persons? 

Answer.  The  decision  was  to  permit ''fhem 
to  remain  members  of  the  Columbia  ujjit, 
rathor  than  transferring  them. 

/•  *  *  * 

Question.  And  you  observed  all  of  these  ’ 
5ersons  whom  you  have  named  and  whom 
'you  may  name  later  as  having  been  at  those 
meetings?— 

Referring  to  Communist  meetings — 

Answer.  I  did. 

Question.  Were  those  closed  meetings  of 
the  Communist  unit? 

Answer.  They  were. 

From  these  documents,  it  is  evident 
that  Hoffman  was  personally  aware  that 
it  had  been  testified  under  oath  that  one 
of  his  top  assistants  had  been  a  member 
of  the  Communist  Party  and  had  at¬ 
tended  secret  meetings  of  the  Communist 
Party.  Hoffman  also  knew  that  the  con¬ 
gressional  statute  under  which  he  was 
operating  prohibited  the  employment  of 
any  person  who  had  ever  been  a  member 
of  the  Communist  Party.  And  what  did 
Hoffman  do  when  confronted  with  this 
information  that  one  of  his  top  assist¬ 
ants  was  a  Communist?  He  tried — and 
it  is  all  a  matter  of  record — to  get  rid  of 
the  man  who  had  brought  the  informa¬ 
tion  to  his  attention. 


As  for  Geiger — the  named  Commt 
nist — Hoffman  refused  to  go  behind 
so-called  loyalty  certificate  which  >nad 
originally  been  issued  by  Mr.  Hoffman 
himself.  Hoffman  evidently  Refused 
even  to  order  a  further  investigation  of 
Geiger.  As  a  result,  Geiger  remained  in 
a  policymaking  job  in  the  /ECA,  han¬ 
dling  funds  from  the  pocke/rof  American 
taxpayers,  and  continued  to  influence  the 
administration  of  our  foreign-aid  pro¬ 
gram. 

In  this  connection^  Mr.  President,  I 
call  attention  to  abortion  of  the  Mc¬ 
Carran  committet/hearings  on  the  Insti¬ 
tute  of  Pacific  Itelations,  wherein  Mr. 
Canning  repealed  his  testimony  about 
Geiger,  and  Vnerein  we  learn  that  the 
McCarran  watchdog  committee  finally 
forced  the /resignation  of  Geiger. 

I  thinly  it  is  apropos,  in  passing,  to 
point  out  that  Senator  McCarran  did  an 
outstanding  job  for  America — a  tre¬ 
mendous  job.  If  only  he  were  with  us 
today.  As  the  Presiding  Officer  knows, 
it/is  not  very  often  that  I  take  time  on 
le  floor  of  the  Senate  to  praise  Mem¬ 
bers  of  the  opposite  party.  However,  I 
think  that  whenever  the  name  of  Pat 
McCarran  is  mentioned  we  should,  at 
least  in  passing,  mention  his  service  to 
our  country. 

I  read  from  the  transcript  of  the  hear¬ 
ings  before  the  McCarran  committee: 

Mr.  Canning.  There  was  one  other  who 
belonged  to  the  same  Columbia  University 
unit,  Theodore  Geiger. 

Senator  Ferguson.  Was  he  a  Communist? 

Mr.  Canning.  Yes;  he  was. 

Senator  Ferguson.  Any  doubt  about  it? 

Mr.  Canning.  No  doubt  in  my  mind  that 
he  was. 

Senator  Ferguson.  Where  did  you  know 
him? 

Mr.  Canning.  I  knew  him  both  at  City 
College  where  he  was  a  student,  and  later 
at  Columbia  University  where  he  continued 
his  graduate  studies. 

Senator  Ferguson.  About  when  did  he 
leave  there? 

Mr.  Canning.  When  did  he  leave  Colum¬ 
bia?  City  College? 

Senator  Ferguson.  Or  City  College. 

Mr.  Canning.  I  think  he  finished  at  City 
College,  he  received  his  bachelor’s  degree  in 
1935. 

Senator  Ferguson.  Where  did  he  come  in 
the  Government? 

.Mr.  Canning.  Into  the  Economic  Coopera¬ 
tion  Administration. 

Senator  Ferguson.  Do  you  know  whether 
he  is\n  Government  now? 

Mr.  ^Canning.  No.  I  have  been  informed 
that  he \as  resigned. 

SenatoKFERGUsoN.  When? 

Mr.  Canicng.  Not  a  very  long  time  ago, 
several  monms  ago. 

Senator  Ferguson.  Just  months  ago. 

Mr.  CANNiNGAYes,  sir. 

Senator  FERGukpN.  What  was  his  position 
in  Government? 

Mr.  Canning.  He  ' 
ministrator  to  the 
certain  of  his  exact  titft 

Senator  Ferguson.  Tflat  is  the  same  man 
that  you  knew  in  Columbia  as  a  Communist? 

Mr.  Canning.  Yes,  sir. 

Senator  Ferguson.  Was  h<\active  in  com¬ 
munism? 

Mr.  Canning.  He  was. 

Senator  Ferguson.  As  active  ^  you  and 
Finkelstein? 

Mr.  Canning.  Not  quite  as  active  a^Finkel- 
stein,  but  perhaps  as  active  as  I  was. 

Senator  Ferguson.  As  you  were? 

Mr.  Canning.  Yes,  sir. 


as,  I  believe.  Deputy  Ad- 
JA,  though  I  am  not 
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enator  Ferguson.  Is  there  anybody  else 
j  came  into  Government? 

Canning.  One  further  person- 
sector  Ferguson.  By  the  way,  did  you  ever 
hear  tnat  this  man  had  ever  left  the  Com- 
munist  rank,  either  publicly  or  privately  hear 
that  he  h®$  left? 

Mr.  CANrhNG.  No,  sir;  I  never  heard  that  he 
had  resigned'*. 

Senator  Fer&pson.  You  never  heard? 

The  ChairmaVi  want  to  say,  Senator,  that 
some  time  ago  vbe  watchdog  committee  of 
the  Committee  ok  Appropriations  made  a 
representation  to  E OvV  as  to  this  individual— 

Referring  to  Geigei*-— 
and  drew  the  attention\of  ECA  to  his  past 
history  and  asked  for  aiv\investigation,  fol¬ 
lowing  which  I  think  there\as  a  resignation. 
That  is  my  impression. 

That  testimony  sheds  sonikdight  on  the 
speech  which  Paul  Hoffman  n^ade  about 
2  months  ago,  in  which  he  c&ndemned 
the  use  of  ex-Communists  as  sources  of 
information.  He  did  not  want  that  in¬ 
formation  to  come  out.  The  5)aily 
Worker  also  condemns  the  use  of^ex- 
Communists  by  Senate  committees  an^l 
by  the  FBI. 

Mr.  President,  we  have  here  on  the 
written  record  evidence  that  Paul  Hoff¬ 
man,  as  ECA  Administrator,  played  the 
role  of  guardian  angel  to  a  man  whom  he 
had  good  reason  to  believe  had  been,  and 
perhaps  still  was,  a  member  of  the  Com¬ 
munist  Party.  Moreover,  Hoffman  ap¬ 
pears  to  have  played  this  role  even 
though  he  was  forbidden  by  law  to  retain 
on  his  staff  either  a  present  or  past  mem¬ 
ber  of  the  Communist  Party.  I  submit 
that  the  Senate  would  be  derelict  in  its 
duty  if  it  permitted  Mr.  Hoffman  to  be 
appointed  to  another  high  position  with¬ 
out  satisfying  itself  that  Mr.  Hoffman 
has  a  convincing  explanation  for  his 
conduct.  I  personally  doubt  that  he  has 
a  satisfactory  explanation.  I  feel  that 
his  handling  of  the  Geiger  case  is  entirely 
consistent  with  his  attitude  toward  the 
internal  Communist  menace  which  I  have 
documented  earlier  in  this  statement. 

Mr.  President,  it  may  seem  unusual  for 
me  to  make  a  statement  concerning  Hoff¬ 
man  before  his  appointment  has  actually 
been  sent  to  the  Senate  for  confirmation. 
But  I  am  advised,  on  the  best  authority, 
that  the  current  plan  of  the  administra-, 
tion  is  to  make  the  appointment  aftej 
the  Senate  has  adjourned  so  as  to  avoid 
the  risk  of  the  Senate  refusing  to  confirm 
Hoffman.  I  cannot  believe  that  the/Pres- 
ident  would  be  a  party  to  an  underhand¬ 
ed  plan  to  derive  the  Senate  of/its  right 
to  pass  on  an  important  appointment  of 
this  kind.  I  sincerely  hope/liat  the  re¬ 
port  is  untrue.  Howevepf  I  am  con¬ 
vinced  that  the  report  is  tTue.  Otherwise 
I  would  not  be  making  this  speech  today. 

If  the  appointment'  should  be  sub¬ 
mitted  for  confirmation,  it  is  inconceiv¬ 
able  to  me  that  the-Senate  would  confirm 
Paul  Hoffman,  .fie  that  as  it  may,  the 
Senate  has  the/ight  to  pass  judgment  on 
this  matter  Jfefore  Mr.  Hoffman  takes 
his  seat  at  Jhe  General  Assembly  session 
next  fallv 

Therefore,  I  call  upon  the  administra¬ 
tion  to'  submit  the  appointment  before 
Confess  adjourns,  if  it  is  going  to  make 
the,4ppointment,  as  apparently  it  is,  be- 
cq4se  it  is  of  the  utmost  importance  that 
gme  matter  be  aired  before  it  is  too  late. 


SIMPLIFICATION  OF  ACCOUNTING 
AND  FACILITATION  OF  PAYMENT 
OF  OBLIGATIONS 

The  PRESIDING  OFFICER  laid  be¬ 
fore  the  Senate  a  message  from  the 
House  of  Representatives  announcing 
its  disagreement  to  the  amendment  of 
the  Senate  to  the  bill  (H.  R.  9593)  to 
simplify  accounting,  facilitate  the  pay¬ 
ment  of  obligations,  and  for  other  pur¬ 
poses  and  requesting  a  conference  with 
the  Senate  on  the  disagreeing  votes  of 
the  two  Houses  thereon. 

Mr.  KENNEDY.  I  move  that  the  Sen¬ 
ate  insist  upon  its  amendment,  agree  to 
the  request  of  the  House  for  a  conference, 
and  that  the  Chair  appoint  the  conferees 
on  the  part  of  the  Senate. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  Ken¬ 
nedy,  Mr.  Wofford,  and  Mr.  Cotton 
conferees  on  the  part  of  the  Senate. 
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GUISEPPE  AGOSTA 
The  PRESIDING  OFFICER  laid  be¬ 
fore  the  Senate  the  amendments  of  the 
louse  of  Representatives  to  the  bill 
3.  47)  for  the  relief  of  Guiseppe  Agosta, 
which  were  to  strike  out  all  after  the  ejf- 
actiW  clause  and  insert : 

Thak  for  the  purposes  of  the  Immigration 
and  Nationality  Act,  Guiseppe  Agosla  and 
Shakeeh  Bakour  shall  be  held  and  considered 
to  have  been  lawfully  admitted  townie  United 
States  for  permanent  residence  as  of  the  date 
of  the  enactment  of  this  act,  ycpon  payment 
of  the  required\visa  fees. 

Sec.  2.  For  thk  purposes/6f  the  Immigra¬ 
tion  and  Nationality  ActyGertrud  Charlotte 
Samuelis  shall  be  held  an u  considered  to  have 
been  lawfully  admitted' to  the  United  States 
for  permanent  residence  as  of  the  date  of 
the  enactment  of  this  act  upon  payment  of 
the  required  visa/fee  ana,  upon  compliance 
with  such  conditions  and  cbntrols  which  the 
Attorney  General,  after  consultation  with  the 
Surgeon  General  of  the  United,  States  Public 
Health  Service,  Department  of  ^Health,  Edu¬ 
cation,  and  Welfare,  may  deem  necessary  to 
impose  '.^Provided,  That  a  suitable  and  proper 
bond  pr  undertaking,  approved  by\the  At¬ 
torney  General,  be  deposited  as  prescribed  by 
sectton  213  of  the  said  act. 

sec.  3.  Upon  the  granting  of  permanent 
ksidence  to  each  alien  as  provided  for  in  this 
’'act,  if  such  alien  was  classifiable  as  a  quot 
immigrant  at  the  time  of  the  enactment  of 
this  act,  the  Secretary  of  State  shall  instruct 
the  proper  quota-control  officer  to  reduce  by 
one  the  quota  for  the  quota  area  to  which  the 
alien  is  chargeable  for  the  first  year  that  such 
quota  is  available. 

And  to  amend  the  title  so  as  to  read: 
“An  act  for  the  relief  of  Guiseppe  Agosta, 
Shakeeb  Dakour,  and  Gertrud  Charlotte 
Samuelis.” 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  on  June  14,  1955,  the  Senate  passed 
S.  47,  to  grant  the  status  of  permanent 
residence  in  the  United  States  to  the 
beneficiary.  On  July  3,  1956,  the  House 
of  Representatives  passed  S.  47,  with 
amendments  to  include  the  beneficiaries 
of  two  similar  individual  Senate  bills. 

The  amendments  are  acceptable,  and 
I  move  that  the  Senate  concur  in  the 
House  amendments  to  S.  47. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Texas. 

The  motion  was  agreed  to. 


The  PRESIDING  OFFICER  laid  before 
the  Senate  a  message  from  the  House  of. 
Representatives  announcing  its  disagree 
ment  to  the  amendment  of  the  Senate/fo 
the  bill  (H.  R.  3957)  for  the  relief  of 
Pauline  H.  Corbett  and  requesting ^con- 
ference  with  the  Senate  on  the  disagree¬ 
ing  votes  of  the  two  Houses  thfreon. 

Mr.  JOHNSON  of  Texas.  JNix.  Presi¬ 
dent,  on  May  9,  1956,  the  Senate  passed, 
with  an  amendment,  the  tyjti  (H.  R.  3957) 
for  the  relief  of  Pauline 14.  Corbett. 

The  House  disagreed  to  the  Senate 
amendment  and  hay'requested  a  con¬ 
ference. 

I  move  that  thg'  Senate  insist  on  its 
amendment,  agy'ee  to  the  conference 
asked  by  the  House,  and  that  the  Chair 
appoint  congees  on  the  part  of  the 
Senate. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  Kefau- 
J*er,  Mr/  Johnston  of  South  Carolina, 
and  Wlv.  Langer  conferees  on  the  part  of 
the/Senate. 

CITY  OF  ELKINS,  W.  VA. 

The  PRESIDING  OFFICER  laid  be¬ 
fore  the  Senate  the  amendment  of  the 
Plouse  of  Representatives  to  the  bill 
(S.  2182)  for  the  relief  of  the  city  of 
Elkins,  W.  Va.,  which  was  to  strike  out 
all  after  the  enacting  clause  and  insert: 

That  all  of  the  airport  revenue  bonds  is¬ 
sued  by  the  city  of  Elkins,  W.  Va.,  presently 
held  by  the  Reconstruction  Finance  Corpo¬ 
ration  and  amounts  due  thereon  or  in  con¬ 
nection  therewith,  are  hereby  transferred  to 
the  Civil  Aeronautics  Administration,  to¬ 
gether  with  all  the  functions,  rights,  powers, 
and  records  of  the  Reconstruction  Finance 
Corporation  relating  to  the  said  bonds.  All 
receipts  and  recoveries  hereafter  with  respect 
to  said  bonds  shall  be  covered  into  the  Treas¬ 
ury  as  miscellaneous  receipts. 

Sec.  2.  In  the  settlement  of  its  accounts 
the  Reconstruction  Finance  Corporation 
shall  receive  full  credit  for  the  said  bonds 
and  all  amounts  due  thereon  or  in  connec¬ 
tion  therewith. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  on  July  30,  1955,  S.  2182,  for  the 
relief  of  the  city  of  Elkins,  W.  Va.,  passed 
the  Senate,  with  an  amendment.  On 
July  2,  1956,  the  House  of  Representa¬ 
tives  passed  this  bill,  with  an  amend- 
'  lent. 

jnove  that  the  Senate  disagree  to  the 
House  amendment,  request  a  conference 
withNdie  House  thereon,  and  that  the 
conferees  on  the  part  of  the  Senate  be 
appointed  by  the  Chair. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  Daniel, 
Mr.  O’Mahoney,  and  Mr.  Dirksen  con¬ 
ferees  on  the  part  of  the  Senate. 


mss  si 

PETERSBt 


FRY,  OF  ST. 
FLA. 


Mr.  HOLLAND.  MK  President,  over 
and  over  again  we  hea\  in  Florida,  of 
cases  where  people  with  serious  illnesses 
come  to  Florida  to  spend  wnat  they  think 
will  be  their  few  remaining  days  or 
months  on  this  earth,  only  ito  recover 
completely  under  the  Florida  suta.  Sev¬ 
eral  famous  athletes  who  have  suffered 
injuries  which  prevented  their  active 
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HIGHLIGHTS:  Senate  passed  following  bili^:  Disposal  of  Akron  synthetic  rubber 
laboratory.  Permit  processors  to  buy  cm, ton  futures  contracts.  Ready  for  President, 
Broaden  law  on  practices  in  market ing/perismble  commodities.  Eliminate  delay  in 
starting  watershed  projects.  Ready/xor  President.  Provide  for  Presidential  appoint¬ 
ment  of  Department*  s  legal  officers.  Extend  time  for  filing  Government  Security 
Commission  Report.  Both  Houses  deceived  proposed legislation  to  implement  Inter- 
ational  Wheat  Agreement.  Senate  committee  reported! bills  to:  Renew  lease  to  rail¬ 
road  on  ARS  land  in  Montana./ Extend  special  school  mij.k  program  to  certain  institu¬ 
tions.  Senate  committee  ordered  reported  bill  for  humahe  slaughter  methods.  Senate 
committee  ordered  report/  mutual  securitjr  appropriation  bill.  Sen,  Johnson  urged 
additional  drought  assistance  for  livestock  industry.  Hou^e  conferees  appointed  on 


CCC  borrowing  increas 
(continued  on  page 


bill.  House  passed  following  bills:  ^Simplify  and  facilitate 


1.  COMMODITY  J0REDIT  CORPORATION.  Conferees  were  appointed  on  S,  38"&Q,  to  increase 

the  borrowing  authority  of  the  CCC,  Senate  conferees  were  appointed  on  July  9* 
p.  11522 

2,  BUDGETING]  ACCOUNTING,  Passed  with  amendment  S.  3897,  to  improve  goverhmental 
budgeting  and  accounting  methods  and  procedures.  The  amendment  consisted  of 
the  insertion  of  the  language  of  H.  R.  11526,  a  similar  bill,  after  having 
passed  the  House  with  committee  amendments.  H.  R.  11526  was  subsequently  laid 
on  the  table,  p,  11522 

Rep  McCormack  requested  and  received  permission  for  the  Government  Opera- 
tions  Committee  to  file,  by  Mon,  midnight,  a  report  on  H,  R.  11526,  p.  11589 
The  "Daily  Digest"  states  that  the  conferees  agreed  to  file  a  conference 
report  on  H.  R.  9593,  to  simplify  accounting  and  facilitate  the  payment  of 


-2~ 


obligations , 


3.  CONTRACTS,  Passed  as  reported  H.  R,  119l*7,  to  amend  and  extend  (until  Jan#  1 , 
1959)  the  provisions  of  the  Renegotiation  Act  of  1951,  p.  11550 

\  TRANSPORTATION,  Passed  as  reported  S.  898,  to  amend  the  Interstate  Commerce" 
\Act  so  as  to  authorize  ICC  to  regulate  the  use  by  motor  carriers  (under  leases, 
cr  °ther  arrangements)  of  motor  vehicles  not  owned  by  them,  in  the 
urnishing  of  transportation  of  property,  but  to  prohibit  regulation  of  the 
pUrafion  of,  the  terms  of  pay  under,  certain  t  rip-leasing  arrangements. 

5,  FARM  LOAN^  Conferees  were  appointed  on  H.  R.  ll5Uii,  to  improve/and  simplify 
e  c£ecd^  s^oilities  available  to  farmers,  and  to  amend  the  Bankhead-Jones 

*arm  ienant  Act.  Senate  conferees  were  appointed  on  July  12/.  p.  11577 

6.  MARKETING,  Begarhdebate  on  H.  R,  hO^h,  to  provide  a  system  Qf  mortgage  insur¬ 

ance  to  municipal  ^nd  oJ:her  political  subdivisions  of  the  States,  to  be 
administered  by  USD\  "  7 

commodities,  p.  115' 


for  the  expansion  of  public  marketing  of  perishable 


RECLAMATION j  ELECTRIFICATION.  Passed  with  amendment  S.  h97,  to  authorize  the 
construction,  operation,  aft^.  maintenance  of  th  /Rashoe  reclamation  project, 

lb?  ^mendm®^’  to  S.  1x97  consisted  of  inserting  the  language 
0  *  a  similar  bill/  after  having/passed  the  House  x-ithout  amend¬ 
ment.  H.  R.  106U3  was  subsequently  laid  on' the  table,  p.  11582 


8,  GRhIIM  STANDARDS .  The  Subcommittee 


/ 


,  - e  otvMheat  of  the  Agriculture  Committee  ordered 

reported  to  the  full  committee  S,  lhCft/  to  protect  the  integrity  of  grade 
certificates  under  the  U,  S.  Grain  Standards  Act  by  providing  penalties  for 
persons  who  knowingly  sample  grain, improperly  and  for  persons  who  knowingly 
load  or  otherwise  handle  grain  deceptively sf or  inspection  under  the  Act.  p. 


/ 


9,  Farm  LABOR.  The  Subcommittee/on  Transportation  dcd  Communication  of  the  Inter- 
Foreigl?  Corane^ce/Committee  ordered  reported  to  the  full  committee 
lu’  f°  Provide  for  Reasonable  requirements  reading  comfort,  safety,  etc., 
oi  the  interstate  transportation  of  migrant  farm  workers,  p.  D800 

10*  7116  jIercha^  Marine  and  Fisheries  Committee  ordered  reported  H.  R, 

t0  reclulre  conformance  with  State  and  Territorial  fihfc  and  game  laxra  and  . 
icensing  requirements  on  Federal  lands  not  subject  to  such  'laws.  p.  D800 


/ 


llu  L;-®  TR/iilSFER. /Agreed  to  the  Senate  amendments  to  H.  R.  8817,  tVprovide  for 
the  transfer/of  certain  forest  Service  land  to  the  citv  of  CorbinVXy.  This 
bill  is  no/ ready  for  the  President,  p.  11577  v 

12.  LEGISLATIVE  PROGRAM,  Rep.  McCormack  announced  the  follox-ang  legislative/prc- 
gram  fdr  July  16  -  20:  Mon.,  Consent  calendar  and  the  civil-rights  billL  Tues, 
Private  calendar;  'ed.,  Committee  Calendar;  and  balance  of  the  x-reek:  AEC 
.opriati on  authorization  increase.  Defense  Department  point  of  order  billS 

11589S  faCllltieS  bil1'  and  bil1  t0  awend  Public  Law  hBO,  83d  Congress. 


api 


ADJOURNED  until  Mon.,  July  16.  pp,  11589,  11595 
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HIGHLIGHTS:  House  passed  bills  to:  Pbrmit  USJJA-State-Iocal  employee  exchanges; 
authorize  acquisition  of  additional  landy  in /Cache  National  Forest ;  approve  Middle 
Atlantic  interstate  forest  fire  compact  $  release  certain  Tongass  Forest  receipts 
from  escrow;  continue  ACP  authority;  auth0ri«e  transfer  of  certain  ARS  lands  in 
Alaska;  extend  time  for  report  on  Government  'security  program.  House  received  con¬ 
ference  report  on  bill  to  simplify  accounting  procedures  and  facilitate  payment  of 
obligations^  House  committee  reported7 bill  to  improve  budgeting  and  accounting 
methods.  House  agreed  to  Senate  amendments  to  billN^o  merge  intermediate  credit 
hnks  and  production  credit  associations.  House  receWed  President's  veto  message 
on  military  construction  measure^'  House  committee  reported  bill  to  include  cran¬ 
berries  for  canning  and  freezing  in  Marketing  AgreementskAct .  House  committee  report* 
ed  bill  to  require  conformance  with  State  game  laws  on  certain  Federal  lands..  House 
committee  reported  USDA  point-of-order  bill.  Sen,  EllenderNLntroduced  bill  to  imple* 
(continued  on  page  7)  / 

/  -HQU2E 

1,  APPROPRIATIONS, ,/The  Agriculture  Committee  reported  with  amendment  H.  R.  11682, . 
to  facilitate/the  control  and  eradication  of  certain  animal  diseases,  to  facilit¬ 
ate  the  caiu?ying  out  of  agricultural  and  related  programs,  to  facilitate  the 
agricultural  attache  program,  and  to  facilitate  the  operations  of  F^A,  FCIC, 
and  FS  (H.  Kept,  2732).  p.  11795 

2,  PERSONNEL,  Passed  as  reported  S,  1915,  to  permit  the  exchange  of  employe^  of 
thiyDepartment  and  employees  of  State  political  subdivisions  or  educational 
institutions  for  a  period  not  to  exceed  2  years  in  duration,  p.  11720 

3,  FORESTRY.  Passed  as  reported  H.  R.  8898,  to  authorize  the  purchase  of  addition^ 
lands  within  the  Cache  National  Forest,  Utah.  p.  11721 
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state' 


Passed  without  amendment  S,  3032,  to  approve  the  Piddle  Atlantic  Inte 
forest  Fire  Compact,  This  bill  is  now  readv  for  the  President,  p  .11726 
Passed  without  amendment  S.  2517*  to  provide  for  the  release  of  certain 
Tongas s\iational  Forest  timber  receipts  from  escrow.  This  bill  is  nox 
for  the  President,  p,  11731 


reaoy 


lw  SOIL  CONSERVATION*  Passed  xmthout  amendment  S,  3120,  to  fxirther  expend  the  , 
period  of  Federal  administration  of  the  ACP  program  from  Jan.  l*/i957  to 
Jan,  1,  1959.  \This  bill  is  ready  for  the  President,.  A  similar/bill,  H,  R. 
8321,  was  laid,  exp  the  table,  p,  11731 


5.  LAND  TR-.NSFER.  Passed  without  amendment  S,  33hh,  to  authorize  the  transfer  of 
the  Baranof  Castle  aite  (former  research  land)  to  the  cit^/of  Sitka,  Alaska* 
This  bill  is  now  reaay  for  the  President.  A  similar  oil H.  R.  96 78,  was  laid 
on  the  table,  p.  117' 


6,  GOVERiMFIiT  SECURITY*  Passed  x/ithout  amendment  S,  J.  Res,  182,  to  extend  (until 
June  30,  1957)  the  time  limit  for  the  filing  of  a  final  report  of  the  Commissioi 
on  Government  Security.  Tl\s  measure  is  noxr  r eadyVior  the  President,  A  simi1^ 
measure,  H.  J.  Res.  655*  xxasNlaib  on  the  table,  p.  11733 


7.  ACCOUNTING.  Received  the  conference  report  on  H,  R.  9593*  to  simplify: 

accounting  methods  and.  facilitate  the  payment  of  obligations  (H,  Rept.  2726). 
_ _ p.  11786  ,  ,  ,  -  .  r  jij 

~TIie  Government  Dperations^ormit^ee  rftp o r t e d"wi t"h  amendment  h.  "R"‘  "H526 , 

to  improve  governmental  budgeting  aiX  accounting  methods  and  procedures  (H, 

Rept,  2 73U) «  p.  11795 


8,  FARM  CP  PIT.  Agreed  to  the  Senate  ame/drients  to  H,  R,  10285*  to  merge  p-oductio- 
credit  corporations  in  Federal  intermediate  credit  banks,  to  provide  for  retire¬ 
ment  of  Government  capital  an  Federal  intermediate  credit  banks,  a  ncl  to  provide 
for  supervision  of  production  cre/it  associations.  This  bill  is  noxr  reader  for 
the  President,  p.  11787 


9.  I  MARKETING,  The  Agriculture  •  Committee  reported  x-iithout  amendment  H.  R,  838U*  to 
extend  the  provisions  of  the/Agri cultural  Marketing  Agreement  Act  of  1937*  t( 
cranberries  for  canning  or /freezing  processing  (HARept.  2721).  p,  11795 


10, 


WILDLIFE.  The  Merchant  Marine  and  Fisheries  Committed,  reported  xrith  amendment 
H.  R.  8250,  to  require  -conformance  xrith  State  and  Territorial  fish  and  game 
lavs  and  licensing  requirements  on  Federal  lands  not  subject  to  such  laws  (H. 
Rept.  2728),  p.  11 7/5 


»•  •+*  - 


11.  MILITARY  CONSTRUCTION;  SURPLUS  COM  0DITIES.  Received  the  President's  veto 


message  on  H.  R./9893*  to  authorize  certain  construction  at  Mlitary  instal¬ 
lations,  The  bill  authorizes  the  Secretary  of  Defense  to  useVor  family  housing 
in  foreign  countries,  foreign  cxxrrencies  not  to  exceed  >250  million  acquired 
pursant  to  the  proxasions  of  the  Agricultural  Trade  Development Vnd  Assistance 
Act  of  1 95^6  or  through  other  commodity  transactions  of  the  CCC  (X*  Doc.  1;50)  • 

p.  11788 


12.  RECORDS./  Passed  over,  at  the  request  of  Rep.  Cunningham,  S.  236U,  to  Xirther 
clarify  GSA's  jurisdiction  over  records  management,  p.  11716 


rite 


FAIRS,  Passed  as  reported  H.  J,  Res,  60U*  to  authorize  the  President  to 
the  various  States  and  foreign  countries  to  participate  in  the  U,  Sj 


13. 


84th  Congress  )  HOUSE  OF  REPRESENTATIVES  j  Report 
2d  Session  j  \  No.  2726 


SIMPLIFYING  ACCOUNTING  PROCEDURES  AND  FACILI¬ 
TATING  PAYMENT  OF  GOVERNMENT  OBLIGATIONS 


July  16,  1956. — Ordered  to  be  printed 


) 


Mr.  Dawson  of  Illinois,  from  the  committee  of  conference,  submitted 

the  following 


CONFERENCE  REPORT 


[To  accompany  H.  R.  9593] 


and  free  conference,  have  agreed 
to  their  respective  Houses  as 


The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendment  of  the  Senate  to  the  bill  (H.  R.  9593)  to 
simplify  accounting,  facilitate  the  payment  of  obligations,  and  for 
other  purposes,  having  met,  after  ful 
to  recommend  and  do  recommenr 
follows : 

That  the  House  recede  from  its  disagreement  to  the  amendment  of 
the  Senate  and  agree  to  the  same  with  an  amendment  as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  Senate  amend¬ 
ment  insert  the  following:  That  (a)  the  account  for  each  appropriation 
available  for  obligation  for  a  definite  period  of  time  shall  be  closed  as 
follows: 

( 1 )  On  June  30  of  the  second  full  fiscal  year  following  the  fiscal  year  or 
)y  ears  for  which  the  appropriation  is  available  for  obligation,  the  obligated 

balance  shall  be  transferred  to  an  appropriation  account  of  the  agency  or 
subdivision  thereof  responsible  for  the  liguidation  of  the  obligations ,  in 
which  account  shall  be  merged  the  amounts  so  transferred  from  all  appro¬ 
priation  accounts  for  the  same  general  purposes ;  and 

(2)  Upon  the  expintion  of  the  period  of  availability  for  obligation,  the 
unobligated  balance  shall  be  withdrawn  and,  if  the  appropriation  was 
derived  in  whole  or  in  part  from  the  general  fund,  shall  revert  to  such 
fund,  but  if  the  appropriation  was  derived  solely  from  a  special  or  trust 
fund,  shall  revert,  unless  otherwise  provided  by  law,  to  the  fund  from  which 
derived:  Provided,  That  when  it  is  determined  necessary  by  the  head  of  the 
agency  concerned  that  a  portion  of  the  unobligated  balance  withdrawn  is 
required  to  liquidate  obligations  and  effect  adjustments ,  such  portion  of  the 
unobligated  balance  may  be  restored  to  the  appropriate  accounts:  Provided 
further,  That  prior  thereto  the  head  of  the  agency  concerned  shall  make 
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such  report  with  respect  to  each  such  restoration  as  the  Director  of  the 
Bureau  of  the  Budget  may  require,  and  shall  submit  such  report  to  the 
Director,  the  Comptroller  General,  the  Speaker  of  the  House  of  Repre¬ 
sentatives,  and  the  President  of  the  Senate. 

( b )  The  withdrawals  required  by  subsection  (a)  (2)  of  this  section  shall 
be  made — 

{1)  not  later  than  September  30  of  the  fiscal  year  immediately 
following  the  fiscal  year  in  which  the  period  of  availability  for  obliga¬ 
tion  expires,  in  the  case  of  an  appropriation  available  both  for  obliga¬ 
tion  and  disbursement  on  or  after  the  date  of  approval  of  this  Act;  or 
(2)  not  later  than  September  30  of  the  fiscal  year  immediately 
following  the  fiscal  year  in  which  this  Act  is  approved,  in  the  case  of 
an  appropriation,  which,  on  the  date  of  approval  of  this  Act,  is 
available  only  for  disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance  of  an  appropriation 
account  as  of  the  close  of  the  fiscal  year  shall  be  the  amount  of  unliquidated 
obligations  applicable  to  such  appropriation  less  the  amount  collectible  as 
repayments  to  the  appropriation;  the  unobligated  balance  shall  represent 
the  difference  between  the  obligated  balance  reported  pursuant  to  section  d 
1311  ( b )  of  the  Supplemental  Appropriation  Act,  1955  (68  Stat.  830;* 
31  U.  S.  C.  200  (b)),  and  the  total  unexpended  balance.  Collections  au¬ 
thorized  to  be  credited  to  an  appropriation  but  not  received  until  after  the 
transfer  of  the  obligated  appropriation  balance  as  required  by  subsection 
(a)  (1)  of  this  Act,  shall,  unless  otherwise  authorized  by  law,  be  credited 
to  the  account  into  which  the  obligated  balance  has  been  transferred ,  except 
that  any  collection  made  by  the  General  Accounting  Office  for  other  Govern¬ 
ment  agencies  may  be  deposited,  into  the  Treasury  as  miscellaneous  receipts. 

(d)  The  withdrawals  made  pursuant  to  subsection  (a)  (2)  of  this  section 
shall  be  accounted  for  and  reported  as  of  the  fiscal  year  in  which  the  appro¬ 
priations  concerned  expire  for  obligation.  The  withdrawals  described  in 
subsection  (b)  (2)  of  this  section  shall  be  accounted  for  and  reported  as  of 
the  fiscal  year  in  which  this  Act  is  approved. 

Sec.  2.  Each  appropriation  account  established  pursuant  to  this  Act 
shall  be  accounted  for  as  one  fund  and  shall  be  available  without  fiscal 
year  limitation  for  payment  of  obligations  chargeable  against  any  of  the 
appropriations  from  which  such  account  was  derived.  Subject  to  regula¬ 
tions  to  be  prescribed  by  the  Comptroller  General  of  the  United  States, 
payment  of  such  obligations  may  be  made  without  prior  action  by  the 
General  Accounting  Office,  but  nothing  contained  in  this  Act  shall  be  i 
construed  to  relieve  the  Comptroller  General  of  the  United  States  of  his  " 
duty  to  render  decisions  upon  requests  made  pursuant  to  law  or  to  abridge 
the  existing  authority  of  the  General  Accounting  Office  to  settle  and  adjust 
claims,  demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  established  pursuant  to  this  Act 
shall  be  reviewed  periodically ,  but  at  least  once  each  fiscal  year,  by  each 
agency  concerned.  If  the  undisbursed  balance  in  any  account  exceeds 
the  obligated  balance  pertaining  thereto,  the  amount  of  the  excess  shall  be 
withdrawn  in  the  manner  provided  by  section  1  (a)  (2)  of  this  Act; 
but  if  the  obligated  balance  exceeds  the  undisbursed  balance,  the  amount 
of  the  excess,  not  to  exceed  the  remaining  unobligated  balances  of  the 
appropriations  available  for  the  same  general  purposes,  may  be  restored 
to  such  account.  A  review  shall  be  made  as  of  the  close  of  each  fiscal  year 
and  the  restorations  or  withdrawals  required  or  authorized  by  this  section, 
accomplished  not  later  than  September  30  of  the  following  fiscal  year,  but  ' 
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the  transactions  shall  be  accounted  for  and  reported  as  of  the  close  of  the 
fiscal  year  to  which  such  review  pertains.  A  review  made  as  of  any 
other  date  for  which  restorations  or  withdrawals  are  accomplished  after 
September  80  in  any  fiscal  year  shall  be  accounted  for  and  reported  as 
transactions  of  the  fiscal  year  in  which  accomplished:  Provided,  That 
pri  r  to  any  restoration  under  this  subsection  the  head  of  the  agency 
concerned  shall  make  snch  r  p  rt  with  respect  thereto  as  the  Director 
of  the  Bureau  of  the  Budget  may  require. 

( b )  In  connection  with  his  audit  responsibilities,  the  Comptroller 
General  of  the  United  States  shall  report  to  the  head  of  the  agency  con¬ 
cerned,  to  the  Secretary  of  the  Treasury,  and  to  the  Director  of  the  Bureau 
of  the  Budget,  respecting  operations  under  this  Act,  including  an  appraisal 
of  the  unliquidated  obligations  under  the  appropriation  accounts  estab¬ 
lished  by  this  Act.  Within  thirty  days  after  receipt  of  such  report,  the 
agency  concerned  shall  accomplish  any  actions  required  by  subsection  (a) 
of  this  section  which  such  report  shows  to  be  necessary. 

Sec.  4.  During  the  fiscal  year  in  which  this  Act  becomes  effective,  and 
under  rules  and  regulations  to  be  prescribed  by  the  Comptroller  General 
of  the  United  States,  the  obligated  balance  of  the  appropriation  account 
for  payment  of  certified  claims  established  pursuant  to  section  2  of  the 
Act  of  July  6,  1949  (63  Stat.  407 ;  31  U.  S.  C.  712b),  shall  be  transferred 
to  the  related  appropriation  accounts  established  pursuant  to  this  Act  and 
the  ^unobligated  balance  shall  be  withdrawn. 

Sec.  5.  The  obligated  balances  of  appropriations  made  available  for 
obligation  for  definite  periods  of  time  under  discontinued  appropriation 
heads  may,  upon  the  expiration  of  the  second  full  fiscal  year  following  the 
fiscal  year  or  years  for  which  such  appropriations  are  available  for  obliga¬ 
tion,  be  merged  in  the  appropriation  accounts  provided  for  by  section  1 
hereof,  or  in  one  or  more  other  accounts  to  be  established  pursuant  to  this 
Act  for  discontinued  appropriations  of  the  agency  or  subdivision  thereof 
currently  responsible  for  the  liquidation  of  the  obligations. 

Sec.  6.  The  unobligated  balances  of  appropriations  which  are  not 
limited  to  a  definite  period  of  time  shall  be  withdrawn  in  the  manner 
provided  in  section  1  (a)  (2)  of  this  Act  whenever  the  head  of  the  agency 
concerned  shall  determine  that  the  purposes  for  which  the  appropriation 
was  made  has  been  fulfilled;  or  in  any  event,  whenever  disbursements 
have  not  been  made  against  the  appropriation  for  two  full  consecutive 
fiscal  years:  Provided,  That  amounts  of  appropriations  not  limited  to  a 
definite  period  of  time  which  are  withdrawn  pursuant  to  this  section  or 
Vwere  heretofore  withdrawn  from  the  appropriation  account  by  adminis¬ 
trative  action  may  be  restored  to  the  applicable  appropriation  account  for 
the  payment  of  obligations  and  for  the  settlement  of  accounts. 

Sec.  7.  The  following  provisions  of  law  are  hereby  repealed: 

(a)  The  proviso  under  the  heading  “payment  of  certified  claims ” 
in  the  Act  of  April  25,  1945  (59  Stat.  90;  31  U.  S.  C.  690); 

(b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat.  407;  31  U.  S.  C. 
712b),  but  the  repeal  of  this  section  shall  not  be  effective  until  June  30, 
1957; 

(c)  The  paragraph  under  the  heading  “ payment  of  certified  claims ” 
in  the  Act  of  June  30,  1949  (63  Stat.  358;  81  U.  S.  C.  712c); 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat.  418;  31  U.  S.  C. 
713a);  and 


(e)  Section  3691  of  the  Revised  Statutes,  as  amended  (81  U.  S.  C.  715) . 

(f)  Any  provisions  (eicept  those  contained  in  appropriation  Acts 
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for  the  fiscal  years  1956  and  1957 )  permitting  an  appropriation  which  is 
limited  for  obligation  to  a  definite  period  of  time  to  remain  available  for 
expenditure  for  more  than  the  two  succeeding  full  fiscal  years,  but  this 
subsection  shall  not  be  effective  until  June  SO,  1957. 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the  appropria¬ 
tions  for  the  District  of  Columbia  or  appropriations  to  be  disbursed  by  the 
Secretary  of  the  Senate  or  the  Clerk  of  the  House  of  Representatives. 

Sec.  9.  The  inclusion  in  appropriation  Acts  of  provisions  excepting 
any  appropriation  or  appropriations  from  the  operation  of  the  provisions 
of  this  Act  and  fixing  the  period  for  which  such  appropriation  or  appro¬ 
priations  shall  remain  available  for  expenditure  is  hereby  authorized. 

And  the  Senate  agree  to  the  same. 

William  L.  Dawson, 

Robt.  E.  Jones, 

Joe  M.  Kilgore, 

Clarence  J.  Brown, 
Charles  R.  Jonas, 

Managers  on  the  Part  of  the  House. 

John  Kennedy,  j 

Thomas  F.  Wofford, 

Norris  Cotton, 

Managers  on  the  Part  of  the  Senate. 
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S  I  ATEMENT  OF  THE  MANAGERS  ON  THE  PART  OF  THE  HOUSE 

The  managers  on  the  part  of  the  House  at  the  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the  amendment  of  the  Senate  to 
the  bill  (H.  R.  9593)  to  simplify  accounting,  facilitate  the  payment 
of  obligations,  and  for  other  purposes,  submit  the  following  state¬ 
ment  in  explanation  of  the  effect  of  the  action  agreed  upon  by  the 
conferees  and  recommended  in  the  accompanying  conference  report: 

The  conference  substitute  is  the  same  as  the  bill  as  it  passed  the 
House,  except  in  two  minor  respects.  The  House  report  contained  a 
provision  that  the  head  of  the  agency  shall  make  a  report  with  respect 
to  restorations  as  the  Director  of  the  Budget  may  require.  The  corres¬ 
ponding  provision  of  the  Senate  amendment  required  that  such  report 
be  made  to  the  chairmen  of  the  Committees  on  Appropriations  of  the 
Senate  and  the  House  of  Representatives  and  to  the  Comptroller 
General  of  the  United  States,  and  to  the  Director  of  the  Bureau  of  the 
Budget.  The  conference  substitute  provides  that  such  report  be 
submitted  to  the  Director  of  the  Budget,  the  Comptroller  General, 
the  Speaker  of  the  House  of  Representatives,  and  the  President  of  the 
Senate. 

The  House  bill  postponed  the  transfer  of  the  obligated  balances 
during  the  fiscal  year  following  the  fiscal  year  in  which  this  act  becomes 
effective.  The  conferences  substitute  provides  that  such  transfer 
shall  be  made  during  the  fiscal  year  in  which  the  act  becomes  effective. 

William  L.  Dawson, 

Robt.  E.  Jones, 

Joe  M.  Kilgore, 

Clarence  J.  Brown, 
Charles  R.  Jonas, 
Managers  on  the  Part  of  the  House. 
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uXthink  it  should.  But  its  enactment 
would  be  a  sign,  it  would  be  a  step  for- 
war<X  We  should  take  that  step.  We 
canno\ignore  the  fact  that  one  group, 
a  grouinwe  inherited,  has  been  deprived 
of  full  development  toward  American 
freedom.  We  must  show  that  the  words 
we  honor — liberty,  equality  under  the 
law,  equal  opportunity  in  all  fields — are 
not  mere  catchWirases.  We  must  show 
that  when  our  own  broadening  compre¬ 
hension  recognizes\  flaw  in  our  practice, 
we  will  move  to  correct  the  flaw. 

This  we  owe  to  others  out  of  a  proper 
respect  for  the  opinions\f  mankind.  We 
owe  it  even  more  deepljnto  ourselves. 

Mr.  CELLER.  Mr.  Charmian,  I  yield 
such  time  as  he  may  desireW)  the  gen¬ 
tleman  from  Pennsylvania  X^r.  Chu- 

DOFF], 

(Mr.  CHUDOFF  asked  and  w&e  given 
permission  to  revise  and  extend  f^s  re¬ 
marks.) 

Mr.  CHXJDOFF.  Mr.  Chairman,  at  fyst 
some  kind  of  civil-rights  legislation  ha 
come  to  the  floor  of  the  House.  This\ 
measure  sets  up  a  commission  to  study 
the  state  of  civil  rights,  creates  a  special 
division  in  the  Justice  Department  to 
handle  enforcement  and  increases  the 
power  of  the  Federal  courts  to  deal  with 
cases  involving  denial  of  access  to  the 
ballot  box.  The  measure  incorporates 
a  program  belatedly  recommended  by 
Attorney  General  Brownell.  It  is  not 
much  perhaps,  but  it  is  something. 

It  seems  to  me  that  the  legislation  now 
before  us  is  a  perfect  example  of  what 
is  commonly  known  as  “Too  little  and 
too  late.”  Too  little  because  I  would 
rather  see  before  us  today  the  type  of 
omnibus  civil-rights  legislation  intro¬ 
duced  by  Congressman  Powell,  of  New 
York,  in  January  1955,  or  those  bills  in¬ 
troduced  by  the  gentleman  from  New 
York  [Mr.  Celler],  about  the  same  time. 
To  be  egotistic  I  would  have  rather  been 
speaking  on  the  bills  that  I  personally 
introduced  for  civil  rights  in  January 
1955.  These  bills  are  H.  R.  3562,  H.  R. 
3563,  H.  R.  3566,  H.  R.  3567,  R.  R.  3569, 
and  H.  R.  3571,  all  providing  for: 

H.  R.  3562,  to  protect  the  civil  rights 
of  individuals  by  establishing  a  Com¬ 
mission  on  Civil  Rights  in  the  executive  i 
branch  of  the  Government,  a  Civil  Right? 
Division  in  the  Department  of  Justice, 
and  a  Joint  Congressional  Committee  on 
Civil  Rights,  to  strengthen  the  crhninal 
laws  protecting  the  civil  rights  of  indi¬ 
viduals,  and  for  other  purposes.' 

H.  R.  3563,  to  declare  certattn  rights 
of  all  persons  within  the  jurisdiction  of 
the  United  States,  and  foj/ the  protec¬ 
tion  of  such  persons  fronylynching,  and 
for  other  purposes. 

H.  R.  3566,  to  amend1  and  supplement 
existing  civil-rights  statutes. 

H.  R.  3567,  to  strengthen  the  laws  re¬ 
lating  to  convict  labor,  peonage,  slavery, 
and  involuntary'servitude. 

H.  R.  3568,  to  establish  a  Commission 
on  Civil  Rights  in  the  executive  branch 
of  the  Government. 

H.  R.  3509,  to  protect  the  right  to  polit¬ 
ical  participation. 

H.  Ty  3571,  to  reorganize  the  De- 
partnrent  of  Justice  for  the  protection  of 
civjjmghts. 

is  too  late,  because  I  do  not  think 
{at  there  is  a  Member  in  this  House  who 


is  so  naive  to  believe  that  the  legislation 
now  before  us,  if  successful  here,  will  pass 
in  the  other  body,  although  I  hope  and 
pray  with  all  my  heart  that  this  bill,  as 
inadequate  as  it  might  be,  will  get 
through  the  Senate.  Every  one  of  us 
knows  that,  with  the  84th  Congress  ad¬ 
journing  at  the  end  of  the  month  and 
with  the  past  masters  of  filibuster  work¬ 
ing  in  the  Senate,  this  legislation  when 
it  gets  over  there  will  be  talked  to  death. 

If  civil-rights  legislation  had  been 
brought  before  us  in  February  or  March, 
when  it  should  have  been,  some  kind  of 
a  bill  which  would  have  been  a  step  for¬ 
ward  could  have  survived  a  filibuster  in 
the  Senate. 

President  Eisenhower  talked  about 
and  recommended  civil-rights  legislation 
in  his  state  of  the  Union  message  and 
then  did  nothing  with  his  Attorney  Gen¬ 
eral  or  the  Republican  leadership  in  the 
House  and  Senate  to  get  the  legislation 
moving.  When  several  Members  of  Con¬ 
gress  requested  action  from  the  Attorney 
General  concerning  the  legislation  at 
land,  the  Justice  Department  was 
irangely  silent. 

it  this  time,  Mr.  Chairman,  I  woul 
likeNto  commend  the  gentleman  from 
Missouri  [Mr.  Bolling],  as  I  know  that 
without  his  courage  and  fight  iri  the 
Rules  Committee  this  bill  would/Sstill  be 
in  the  chairman's  pocket.  Hjs  refusal 
to  allow  the\phairman  to  ignore  the  bills, 
together  with,  cooperation  from  the  lib¬ 
eral  members 'of  the  committee,  is  the 
reason  why  wh.  are  considering  civil 
rights  today. 

Mr.  Chairman,  tftegfonstitution  of  the 
United  States  is  spimosed  to  give  all 
Americans,  regardfess-pf  race  or  color, 
the  blessings  oy  our  'democracy.  All 
Americans  are  /n titled  unequal  protec¬ 
tion  under  the/law.  One  oYthe  greatest 
rights  of  a\y  Americans  is  the  right  to 
vote  for  aiycandidates  for  all  offices  and 
to  run  toy  office  themselves  without  fear 
of  beipg  denied  these  privileges  by 
violence.  All  Americans  are  entitled  to 
be  cdfisidered  for  appointive  offick  in 
accordance  with  their  ability  to  hold 
same.  To  narrow  it  down,  they  want 
re  elimination  of  second  class  citizen-1 
ship.  I  feel,  Mr.  Chairman,  that  that 
goal  is  within  their  grasp.  Under  the 
New  Deal  and  Fair  Deal  administrations, 
Americans  attained  wide  social  gains. 
They  have  been  the  recipients  of  social 
security,  unemployment  compensation, 
public  housing,  the  right  to  own  their 
own  homes  by  easily  financing  same  over 
long  periods  of  time  at  low  interest  rates, 
a  minimum  wage  law  and  fair  labor  leg¬ 
islation.  These  gains  have  been  steady, 
and,  although  criticized  by  the  Republi¬ 
can  Party  as  socialistic,  I  think  it  is  safe 
to  say  that  no  Republican  administra¬ 
tion  in  the  past  has  had  the  guts  to  try 
to  take  these  gains  away. 

This  week  will  be  our  opportunity  to 
eliminate  a  lower  status  of  citizenship 
for  all  Americans.  We  stand  at  the 
crossroads.  To. vote  for  the  legislation 
now  before  us  will  be  to  follow  the  intel¬ 
ligent  course.  I  know  that  there  will  be 
an  organized  and  well  planned  fight 
against  this  legislation,  but  those  who 
oppose  it  are  only  fooling  themselves. 
The  resistance  offered  in  the  House  will 
not  be  successful.  It  may  delay,  but 


those  who  seek  to  delay  eventually  musjj 
lose. 

The  day  will  come,  Mr.  Chairmanjrtot 
in  the  too  far  distant  future,  whejjr  the 
industry  that  is  fleeing  from  the/North 
to  the  South  to  avoid  organized  labor, 
will  be  organized.  The  day  .Avill  also 
come,  Mr.  Chairman,  when^all  Ameri¬ 
cans  in  the  South  regardless  of  race  will 
register  and  will  vote  for  representatives 
in  their  State  and  Federal  legislative 
bodies  that  will  represpht  all  of  the  peo¬ 
ple  of  their  districts,  instead  of  a  chosen 
few.  Then,  Mr.  Chairman,  these  repre¬ 
sentatives  who  tciday  are  fighting  civil 
rights  legislation,  fighting  legislation 
benefiting  organized  labor,  fighting  pub¬ 
lic  housing  legislation,  will  be  knocking 
each  other  .over  to  cast  votes  for  civil 
rights,  gopfi  labor  legislation,  minimum 
wage  legislation,  and  for  public  housing 
and  othfer  liberal  laws. 

I  know  that  the  civil-rights  legislation 
before  us  will  pass  the  House.  It  is 
sensible  law  and  what  our  Constitution 
rovides.  All  of  America  is  watching  us, 
Lnd  the  majority  of  the  Nation  agrees 
that  the  time  has  come  when  civil  rights 
shall  be  the  law  of  the  land. 

Mr.  CELLER.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Illi¬ 
nois  [Mr.  O’Hara]. 

Mr.  LONG.  Mr.  Chairman,  I  make 
the  point  of  order  a  quorum  is  not  pres¬ 
ent. 

Mr.  CELLER.  Mr.  Chairman,  I  move 
that  the  Committee  do  now  rise. 

The  motion  was  agreed  to. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Forand,  Chairman  of  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union,  reported  that  that  Committee, 
having  had  under  consideration  the  bill 
(H.  R.  627)  to  provide  means  of  further 
securing  and  protecting  the  civil  rights 
of  persons  within  the  jurisdiction  of  the 
United  States,  had  come  to  no  resolution 
thereon. 

PAYMENT  OF  ANNUITIES  TO  WID¬ 
OWS  AND  DEPENDENT  CHILDREN 

OF  JUDGES 

Mr.  CELLER.  Mr.  Speaker,  I  ask 
lanimous  consent  to  take  from  the 
Speaker’s  table  the  bill  (H.  R.  11124)  to 
amend  title  28,  United  States  Code,  to 
provide  for  the  payment  of  annuities  to 
widowsVnd  dependent  children  of  judges, 
with  Senate  amendments  thereto,  dis¬ 
agree  to  \he  Senate  amendments,  and 
agree  to  tag  conference  asked  by  the 
Senate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  New 
York?  The  Chaffe  hears  none,  and  ap¬ 
points  the  following  conferees :  Messrs. 
Celler,  Rodino,  Rogers  of  Colorado, 
Keating,  and  McCulloch. 


SALE  OF  LANDS  IN 
AREAS 


5ERVOIR 


Mr.  EDMONDSON.  Mr.  Shaker,  I 
ask  unanimous  consent  for  theymme- 
diate  consideration  of  the  bill  (p.  R. 
11702)  to  provide  for  the  sale  of  lands 
in  reservoir  areas  under  the  jurisdiction 
of  the  Department  of  the  Army  for  cot 
tage-site  development  and  use. 
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i  The  Clerk  read  the  title  of  the  bill. 
ie  SPEAKER.  Is  there  objection  to 
th&request  of  the  gentleman  from  Okla¬ 
homa? 

mA  KEATING.  Mr.  Speaker,  reserv¬ 
ing  the  right  to  object,  has  the  gentle¬ 
man  cleared  this  bill  with  someone  on 
the  minority  side? 

Mr.  EDMONDSON.  Mr.  Speaker,  I 
have  discdseed  this  billl  with  the  minor¬ 
ity  leader  EMr.  Martin],  and  also  with 
the  objectors’  committee  on  both  sides. 

Mr.  KEATING.  And  the  minority 
leader  has  indicated  he  has  no  objec¬ 
tion? 

Mr.  EDMONDSON.  It  is  a  depart¬ 
ment  bill  which\has .  the  clearance  of 
General  Services  apd  the  Bureau  of  the 


Budget. 

Mr.  KEATING, 
minority  leader. 


I  , was  referring  to  the 
wfyo  is  temporarily 
away.  Does  he  know  about  this? 

Mr.  EDMONDSON,  >He  does,  and  he 
has  indicated  his  agreement  to  the  pro¬ 
cedure. 

Mr.  KEATING.  I  withdraw  my  reser¬ 
vation  of  objection,  Mr.  Speaker. 

The  SPEAKER.  Is  there  abjection  to 
the  request  of  the  gentleman  Xrom  Okla¬ 
homa? 

There  being  no  objection,  the  Clerk 
read  the  bill,  as  follows: 

Be  it  enacted,  etc..  That  whenever  the  Sec¬ 
retary  of  the  Army  determines  that  any  Gov¬ 
ernment-owned  lands  within  reservoir\areas 
under  his  control  ( 1 )  are  not  required,  for 
project  purposes  or  for  public  recreational 
use,  and  (2)  are  being  used  for  or  are  avail¬ 
able  for  cottage  site  development  and  use,  n.e 
is  authorized  to  offer  such  lands,  or  any  par' 
thereof,  for  sale  for  such  purposes  in  accord; 
ance  with  the  provisions  of  this  act:  Pr< 
vided,  however,  That  any  lands  held  undfer 
lease  for  cottage  site  purposes  on  the  dat/  of 
the  approval  of  this  act  shall  not  be  offered 
for  sale  to  anyone  other  than  the  lessee /m  til 
after  60  days  from  the  date  of  the  written 
notice  to  the  lessee  as  provided  in  section  2 
of  this  act,  or  the  termination  or  expiration 
date  of  such  lease,  whichever  is  laterff  and  the 
lessee  shall  have  the  right  during  spch  period 
to  purchase  any  lands  leased  to  him  which 
the  Secretary  determines  are  available  for 
sale. 

Sec.  2.  (a)  Public  notice  of  t/e  availability 
of  the  lands  for  sale  for  cottage  site  develop¬ 
ment  and  use  shall  be  given  In  such  manner 
as  the  Secretary  of  the  Army  may  by  regula¬ 
tion  prescribe,  including  publication  within 
the  vicinity  of  the  lands  Available  for  sale: 
Provided,  however.  That  Aotice  to  lessees  of 
cottage  sites  shall  be  giyen  in  writing  within 
90  days  after  publicaticm.  of  such  regulations 
in  the  Federal  Register  and  the  notice  shall 
state  the  appraised  f/ir  market  value  of  the 
land  available  for  sale  to  such  lessee. 

(b)  The  sale  of  lands  for  cottage  site  de¬ 
velopment  and  us  J  shall  be  accomplished  by 
any  method  whicis  the  Secretary  of  the  Army 
determines  to  b/  in  the  public  interest,  in¬ 
cluding  public/ auction,  seal  bids,  and  by 
negotiation  wm  lesees  and  with  others  after 
competitive  bidding. 

(c)  The  pnce  to  be  paid  for  any  lands  sold 
for  cottage/site  development  and  use  pur¬ 
suant  to  Ule  provisions  of  this  act  shall  be 
not  less  than  the  appraised  fair  market  value 
thereof  ej,  determined  by  the  Secretary  of  the 
Army. 

(d)  jthe  Secretary  of  the  Army  is  author¬ 
ized  jo  convey  by  quitclaim  deed  all  the 
righ xJ title,  and  interest  of  the  United  States 
in  afid  to  the  lands  sold  for  cottage  site  de¬ 
velopment  and  use  pursuant  to  the  provi¬ 
sions  of  this  act,  the  conveyance  to  be  on 

pndition  that  the  property  conveyed  shall 
used  for  cottage  site  purposes  only  and  in 
the  event  of  use  for  any  other  purposes,  title 


to  the  land  and  improvements  shall  revert 
to  and  vest  in  the  United  States;  and /Sub¬ 
ject  to  such  other  conditions,  reservations, 
and  restrictions  as  the  Secretary  may/deter¬ 
mine  to  be  necessary  for  the  management 
and  operation  of  the  reservoir,  or/  for  the 
protection  of  lessees  or  owners  <fi  cottage 
sites  within  the  area. 

Sec.  3.  The  Secretary  of  the  Army  may, 
by  quitclaim  deed,  deed  of  easement,  or 
otherwise,  transfer  to  the  Srate  in  which 
lands  sold  for  cottage  site  development  and 
use  pursuant  to  this  act  axe  located,  or  to 
any  political  subdivision  thereof,  or  to  any 
organization  consisting  of  /not  less  than  50 
percent  of  the  owners  of  cottage  sites  in  the 
area,  without  monetary /consideration,  any 
lands  being  used  or  to  hk  used  for  roads  pri¬ 
marily  to  serve  the  coinage  site  areas:  Pro¬ 
vided,  however.  That  /he  deed  or  other  in¬ 
strument  transferrins’ such  land  shall  specifi¬ 
cally  provide  for  appropriate  use  and  mainte¬ 
nance  of  the  property  by  the  State,  political 
subdivision,  or  organization,  and  any  deed 
conveying  title  to  such  lands  for  roadway 
purposes  shall  /ontain  the  condition  and 
limitation  that/  in  the  event  the  land  con¬ 
veyed  shall  fatf  or  cease  to  be  used  for  road¬ 
way  purpose/  the  same  shall  immediately 
revert  to  any  vest  in  the  United  States. 

Sec.  4.  The  costs  of  any  surveys  or  the  relo¬ 
cation  of  boundary  markers  necessary  as  an 
incident  pi  a  conveyance  or  other  property 
transfer  junder  this  act  shall  be  borne  by  the 
grantee 

Sec.  p.  The  Secretary  of  the  Army  may  del¬ 
egate  Any  authority  conferred  upon  him  by 
this  /act  to  any  officer  or  employee  of  the 
Department  of  the  Army.  Any  such  officer  or 
employee  shall  exercise  the  authority  so  del¬ 
egated  under  rules  and  regulations  approved 
the  Secretary. 

Sec.  6.  The  proceeds  from  any  sale  made 
f  under  this  act  shall  be  covered  into  the 
Treasury  of  the  United  States  as  miscellan¬ 
eous  receipts. 


Mr.  EDMONDSON.  Mr.  Speaker,  I 
fer  an  amendment. 

\The  Clerk  read  as  follows: 

lendment  offered  by  Mr.  Edmondson: 
On  bage  1,  line  4,  after  “lands”,  insert  “other 
thamlands  withdrawn  or  reserved  from  the 
publia  domain.” 

The  Amendment  was  agreed  to. 

The  Mil  was  ordered  to  be  engrossed 
and  read\a  third  time,  was  read  the  third 
time,  andWssed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


MUSCATINE  BRIDGE 

Mr.  SCHWENGEL.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  desk  me  bill  (H.  R.  11010) 
creating  the  Muscatine  Bridge  Commis¬ 
sion  and  authorizing  said  Commission 
and  its  successors  to\acquire  by  purchase 
or  condemnation  and\to  construct,  main¬ 
tain,  and  operate  a  '‘bridge  or  bridges 
across  the  Mississippi  stiver  at  or  near 
the  city  of  Muscatine,  Iowa,  and  the  town 
of  Drury,  Ill.,  with  a  Senate  amendment 
thereto,  and  concur  iA  the  Senate 
amendment. 

The  Clerk  read  the  title  ofldhe  bill, 

The  Clerk  read  the  SenAe  amend 
ment,  as  follows: 

Page  21,  line  1,  strike  out  “the  bo\ds  issued 
In  connection  therewith  and. 


The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  *>wa? 

There  was  no  objection. 

The  Senate  amendment  was  concui\ed 
in. 

A  motion  to  reconsider  was  laid  on  t] 
table. 


SIMPLIFY  ACCOUNTING,  FACILI¬ 
TATE  THE  PAYMENT  OF  OBLIGA¬ 
TIONS 

Mr.  HOLIFIELD  (at  the  request  of  Mr. 
Dawson  of  Illinois)  submitted  the  fol¬ 
lowing  conference  report  and  statement 
on  the  bill  (H.  R.  9593)  to  simplify  ac¬ 
counting,  facilitate  the  payment  of  obli¬ 
gations,  and  for  other  purposes: 

Conference  Report  (H.  Rept.  No.  2726) 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendment  of  the  Senate  to  the  bill  (H.  R. 
9593)  to  simplify  accounting,  facilitate  the 
payment  of  obligations,  and  for  other  pur¬ 
poses,  having  met,  after  full  and  free  con¬ 
ference,  have  agreed  to  recommend  and  do 
recommend  to  their  respective  Houses  as 
follows : 

That  the  House  recede  from  Its  disagree¬ 
ment  to  the  amendment  of  the  Senate  and 
agree  to  the  same  with  an  amendment  as 
follows:  In  lieu  of  the  matter  proposed  to 
be  inserted  by  the  Senate  amendment  insert 
the  following:  "That  (a)  the  account  for 
each  appropriation  available  for  obligation 
for  a  definite  period  of  time  shall  be  closed 
as  follows: 

“(1)  On  June  30  of  the  second  full  fiscal 
year  following  the  fiscal  year  or  years  for 
which  the  appropriation  is  available  for  ob¬ 
ligation,  the  obligated  balance  shall  be  trans¬ 
ferred  to  an  appropriation  account  of  the 
agency  or  subdivision  thereof  responsible 
for  the  liquidation  of  the  obligations,  in 
which  account  shall  be  merged  the  amounts 
so  transferred  from  all  appropriation  ac¬ 
counts  for  the  same  general  purposes;  and 

“(2)  Upon  the  expiration  of  the  period 
of  availability  for  obligation,  the  unobli¬ 
gated  balance  shall  be  withdrawn  and,  if 
the  appropriation  was  derived  in  whole  or 
in  part  from  the  general  fund,  shall  revert 
to  such  fund,  but  if  the  appropriation  was 
derived  solely  from  a  special  or  trust  fund, 
shall  revert,  unless  otherwise  provided  by 
law,  to  the  fund  from  which  derived:  Pro¬ 
vided,  That  when  it  is  determined  neces¬ 
sary  by  the  head  of  the  agency  concerned 
that  a  portion  of  the  unobligated  balance 
withdrawn  is  required  to  liquidate  obliga¬ 
tions  and  effect-  adjustments,  such  portion 
of  the  unobligated  balance  may  be  restored 
to  the  appropriate  accounts:  Provided  fur¬ 
ther,  That  prior  thereto  the  head  of  the 
agency  concerned  shall  make  such  report 
with  respect  to  each  such  restoration  as  the 
Director  of  the  Bureau  of  the  Budget  may 
require,  and  shall  submit  such  report  to 
the  Director,  the  Comptroller  General,  the 
Speaker  of  the  House  of  Representatives,  and 
the  President  of  the  Senate. 

“(b)  The  withdrawals  required  (by  subsec¬ 
tion  (a)  (2)  of  this  section  shall  be  made — 

“(1)  not  later  than  September  30  of  the 
fiscal  year  immediately  following  the  fiscal 
year  in  which  the  period  of  availability  for 
obligation  expires,  in  the  case  of  an  appro¬ 
priation  available  both  for  obligation  and 
disbursement  on  or  after  the  date  of  ap¬ 
proval  of  this  Act;  or 

“(2)  not  later  than  September  30  of  the 
fiscal  year  immediately  following  the  fiscal 
year  in  which  this  Act  is  approved,  in  the 
case  of  an  appropriation,  which,  on  the  date 
of  approval  of  this  Act  is  available  only  for 
disbursement. 

“(c)  For  the  purposes  of  this  Act,  the 
obligated  balance  of  an  appropriation  ac¬ 
count  as  of  the  close  of  the  fiscal  year  shall 
be  the  amount  of  unliquidated  obligations 
applicable  to  such  appropriation  less  the 
amount  collectible  as  repayments  to  the  ap¬ 
propriation;  the  unobligated  balance  shall 
represent  the  difference  between  the  obli¬ 
gated  balance  reported  pursuant  to  section 
1311  (b)  of  the  Supplemental  Appropriation 
Act,  1955  (68  Stat.  830;  31  U.  S.  C.  200  (b)), 
and  the  total  unexpended  balance.  Collec- 
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tions  authorized  to  be  credited  to  an  appro¬ 
priation  but  not  received  until  after  the 
transfer  of  the  obligated  appropriation  bal¬ 
ance  as  required  by  subsection  (a)  (1)  of 
this  Act,  shall,  unless  otherwise  authorized 
by  law,  be  credited  to  the  account  into  which 
the  obligated  balance  has  been  transferred, 
except  that  any  collection  made  by  the  Gen¬ 
eral  Accounting  Office  for  other  Government 
agencies  may  be  deposited  into  the  Treasury 
as  miscellaneous  receipts. 

“(d)  The  withdrawals  made  pursuant  to 
subsection  (a)  (2)  of  this  section  shall  be 
accounted  for  and  reported  as  of  the  fiscal 
year  in  which  the  appropriations  concerned 
expire  for  obligation.  The  withdrawals  de¬ 
scribed  in  subsection  (b)  (2)  of  this  section 
shall  be  accounted  for  and  reported  as  of 
the  fiscal  year  in  which  this  Act  is  approved. 

“Sec.  2.  Each  appropriation  account  estab¬ 
lished  pursuant  to  this  Act  shall  be  ac¬ 
counted  for  as  one  fund  and  shall  be  avail¬ 
able  without  fiscal  year  limitation  for  pay¬ 
ment  of  obligations  chargeable  against  any 
of  the  appropriations  from  which  such  ac¬ 
count  was  derived.  Subject  to  regulations 
to  be  prescribed  by  the  Comptroller  General 
of  the  United  States,  payment  of  such  obli¬ 
gations  may  be  made  without  prior  action  by 
the  General  Accounting  Office,  but  nothing 
contained  in  this  Act  shall  be  construed  to 
relieve  the  Comptroller  General  of  the  United 
States  of  his  duty  to  render  decisions  upon 
requests  made  pursuant  to  law  or  to  abridge 
the  existing  authority  of  the  General  Ac¬ 
counting  Office  to  settle  and  adjust  claims, 
demands,  and  accounts. 

“Sec.  3.  (a)  Appropriation  accounts  estab¬ 
lished  pursuant  to  this  Act  shall  be  reviewed 
periodically,  but  at  least  once  each  fiscal  year, 
by  each  agency  concerned.  If  the  undis¬ 
bursed  balance  in  any  account  exceeds  the 
obligated  balance  pertaining  thereto,  the 
amount  of  the  excess  shall  be  withdrawn 
in  the  manner  provided  by  section  1  (a)  (2) 
of  this  Act;  but  if  the  obligated  balance  ex¬ 
ceeds  the  undisbursed  balance,  the  amount 
of  the  excess,  not  to  exceed  the  remaining 
unobligated  balances  of  the  appropriations 
available  for  the  same  general  purposes,  may 
be  restored  to  such  account.  A  review  shall 
be  made  as  of  the  close  of  each  fiscal  year 
and  the  restorations  or  withdrawals  required 
or  authorized  by  this  section  accomplished 
not  later  than  September  30  of  the  following 
fiscal  year,  but  the  transactions  shall  be  ac¬ 
counted  for  and  reported  as  of  the  close  of 
the  fiscal  year  to  which  such  review  pertains. 
A  review  madg  as  of  any  other  date  for  which 
restorations  or  withdrawals  are  accomplished 
after  September  30  in  any  fiscal  year  shall  be 
accounted  for  and  reported  as  transactions 
of  the  fiscal  year  in  which  accomplished: 
Provided,  That  prior  to  any  restoration  un¬ 
der  this  subsection  the  head  of  the  agency 
concerned  shall  make  such  report  with  re¬ 
spect  thereto  as  the  Director  of  the  Bureau 
of  the  Budget  may  require. 

“(b)  In  connection  with  his  audit  respon¬ 
sibilities,  the  Comptroller  General  of  the 
United  States  shall  report  to  the  head  of  the 
agency  concerned,  to  the  Secretary  of  the 
Treasury,  and  to  the  Director  of  the  Bureau 
of  the  Budget,  respecting  operations  under 
this  Act,  including  an  appraisal  of  the  un¬ 
liquidated  obligations  under  the  appropria¬ 
tion  accounts  established  by  this  Act.  With¬ 
in  thirty  days  after  receipt  of  such  report, 
the  agency  concerned  shall  accomplish  any 
actions  required  by  subsection  (a)  of  this 
section  which  such  report  shows  to  be  neces¬ 
sary. 

“Sec.  4.  During  the  fiscal  year  in  which 
this  Act  becomes  effective,  and  under  rules 
and  regulations  to  be  prescribed  by  the 
Comptroller  General  of  the  United  States, 
the  obligated  balance  of  the  appropriation 
account  for  payment  of  certified  claims  es¬ 
tablished  pursuant  to  section  2  of  the  Act 
of  July  6,  1949  (63  Stat.  407;  31  U.  S.  C.  712b) , 


shall  be  transferred  to  the  related  appro¬ 
priation  accounts  established  pursuant  to 
this  Act  and  the  unobligated  balance  shall 
be  withdrawn. 

“Sec.  5.  The  obligated  balances  of  appro¬ 
priations  made  available  for  obligation  for 
definite  periods  of  time  under  discontinued 
appropriation  heads  may,  upon  the  expira¬ 
tion  of  the  second  full  fiscal  year  following 
the  fiscal  year  or  years  for  which  such  appro¬ 
priations  are  available  for  obligation,  be 
merged  in  the  appropriation  accounts  pro¬ 
vided  for  by  section  1  hereof,  or  in  one  or 
more  other  accounts  to  be  established  pur¬ 
suant  to  this  Act  for  discontinued  appro¬ 
priations  of  the  agency  or  subdivision 
thereof  currently  responsible  for  the  liqui¬ 
dation  of  the  obligations. 

“Sec.  6.  The  unobligated  balances  of  ap¬ 
propriations  which  are  not  limited  to  a 
definite  period  of  time  shall  be  withdrawn 
in  the  manner  provided  in  section  1  (a) 
(2)  of  this  Act  whenever  the  head  of  the 
agency  concerned  shall  determine  that  the 
purposes  for  which  the  appropriation  was 
made  has  been  fulfilled;  or  in  any  event, 
whenever  disbursements  have  not  been  made 
against  the  appropriation  for  two  full 
consecutive  fiscal  years :  Provided,  That 
amounts  of  appropriations  not  limited  to  a 
definite  period  of  time  which  are  withdrawn 
pursuant  to  this  section  or  were  heretofore 
withdrawn  from  the  appropriation  account 
by  administrative  action  may  be  restored  to 
the  applicable  appropriation  account  for  the 
payment  of  obligations  and  for  the  settle¬ 
ment  of  accounts. 

“Sec.  7.  The  following  provisions  of  law 
are  hereby  repealed; 

“(a)  The  proviso  under  the  heading 
‘payment  op  certified  claims’  in  the  Act 
of  April  25,  1945  (59  Stat.  90;  31  U.  S.  C.  690) ; 

“(b)  Section  2  of  the  Act  of  July  6,  1949 
(63  Stat.  407;  31  U.  S.  C.  712b),  but  the  re¬ 
peal  of  this  section  shall  not  be  effective 
until  June  30,  1957; 

“(c)  The  paragraph  under  the  heading 
‘payment  op  certified  claims’  in  the  Act 
of  June  30,  1949  (63  Stat.  358;  31  U.  S.  C. 
712c); 

“(d)  Section  5  of  the  Act  of  March  3,  1875 
(18  Stat.  418;  31  U.  S.  C.  713a) ;  and 

“(e)  Section  3691  of  the  Revised  Statutes, 
as  amended  (31  U.  S.  C.  715). 

“(f)  Any  provisions  (except  those  con¬ 
tained  in  appropriation  Acts  for  the  fiscal 
years  1956  and  1957)  permitting  an  appro¬ 
priation  which  is  limited  for  obligation  to 
a  definite  period  of  time  to  remain  available 
for  expenditure  for  more  than  the  two  suc¬ 
ceeding  full  fiscal  years,  but  this  subsection 
shall  not  be  effective  until  June  30,  1957. 

“Sec.  8.  The  provisions  of  this  Act  shall 
not  apply  to  the  appropriaitons  for  the  Dis¬ 
trict  of  Columbia  or  appropriations  to  be  dis¬ 
bursed  by  the  Secretary  of  the  Senate  or  the 
Clerk  of  the  House  of  Representatives. 

“Sec.  9.  The  inclusion  in  appropriation 
Acts  of  provisions  excepting  any  appropria¬ 
tion  or  appropriations  from  the  operation 
of  the  provisions  of  this  Act  and  fixing  the 
period  for  which  such  appropriation  or  ap¬ 
propriations  shall  remain  available  for  ex¬ 
penditure  is  hereby  authorized.” 

And  the  Senate  agree  to  the  same. 

William  L.  Dawson, 

Robert  E.  Jones, 

Joe  M.  Kilgore, 

Clarence  J.  Brown, 

Charles  R.  Jonas, 

Managers  on  the  Part  of  the  House. 
John  F.  Kennedy, 

Thomas  A.  Wofford 
Norris  Cotton, 

Managers  on  the  Part  of  the  Senate. 

The  managers  on  the  part  of  the  House  at 
the  conference  on  the  disagreeing  votes  of 
the  two  Houses  on  the  amendment  of  the 
Senate  to  the  bill  (H.  R.  9593)  to  simplify 


accounting,  facilitate  the  payment  of  obli¬ 
gations,  and  for  other  purposes,  submit  the 
following  statement  in  explanation  of  the 
effect  of  the  action  agreed  upon  by  the  con¬ 
ferees  and  recommended  in  the  accompany¬ 
ing  conference  report: 

The  conference  substitute  is  the  same  as 
the  bill  as  it  passed  the  House,  except  in  two 
minor  respects.  The  House  report  contained 
a  provision  that  the  head  of  the  agency  shall 
make  a  report  with  respect  to  restorations  as 
the  Director  of  the  Budget  may  require.  The 
corresponding  provision  of  the  Senate 
amendment  required  that  such  report  be 
made  to  the  chairmen  of  the  Committees  on 
Appropriations  of  the  Senate  and  the  House 
of  Representatives  and  to  the  Comptroller 
General  of  the  United  States  and  to  the  Di¬ 
rector  of  the  Bureau  of  the  Budget.  The 
conference  substitute  provides  that  such  re¬ 
port  be  submitted  to  the  Director  of  the 
Budget,  the  Comptroller  General,  the  Speak¬ 
er  of  the  House  of  Representatives,  and  the 
President  of  the  Senate. 

The  House  bill  postponed  the  transfer  of 
the  obligated  balances  during  the  fiscal  year 
following  the  fiscal  year  in  which  this  act 
becomes  effective.  The  conference  substi¬ 
tute  provides  that  such  transfer  shall  be 
made  during  the  fiscal  year  in  which  the  act 
becomes  effective. 


William  L.  Dawson, 
Robert  E.  Jones, 

Joe  M.  Kilgore, 
Clarence  J.  Brown, 
Charles  R.  Jonas, 
Managers  on  the  Part  of  the  House. 


FEDERAL  INTERMEDIATE  CREDIT 
BANKS 

:r.  POAGE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the> 
Speaker’s  desk  the  bill  (H.  R.  10285)  tq 
mergfkproduction  credit  corporations 
Federal,,  intermediate  credit  banks;  /to 
provide  for  retirement  of  Government 
capital  i^i  Federal  intermediate  crfedit 
banks;  to  provide  for  supervision  of  pro¬ 
duction  credit  associations;  and  for 
other  purposes,  with  Senate  amend¬ 
ments  thereto,  and  concur  in  thqr  Senate 
amendments. 

The  Clerk  reVd  the  title  of  tlJe  bill. 

The  Clerk  rdad  the  Senate  amend¬ 
ments,  as  follows 

Page  4,  line  21,  stf 
over  to  and  includii* 1 
page  5  and  insert 


e  out  all  after  "States.** 
bank/  in  line  3  on 
tock  of  each  Federal 
intermediate  credit  bahk  held  by  the  Secre¬ 
tary  of  the  Treasury  snail  pe  transferred  to 
the  Governor  who  shall  exchange  such  stock 
for  an  equal  amount  oft  class  A  stock  of 
such  bank.  The  Gove/mpr  is  authorized 
thereupon  to  reallocate  tne  investment  of 
the  United  States  in /such\banks  in  such 
manner  as  he  determines  necessary  to  meet 

I  the  needs  of  the  respective’,  banks.  Any 
i  transfers  of  capital  funds  required  as  a  re¬ 
sult  of  such  reallocation  shall  "be  made  in 
;  four  equal  installments,  the  first  of  which 
;  shall  be  made  on/ January  1.  1957,  and  one 
of  which  shall  t)fe  made  on  the  fir^t  day  of 
:  each  of  the  next  succeeding  three  \alenclar 
:  years.  Upon  each  such  transfer  of '.capital 
f  funds  the  Go/ernor  shall  require  an  Vppro- 
:  priate  adjustment  in  the  class  A  stulpk  of 
?  each  such  bank.” 

Page  5,  l}Ae  22,  after  “to”  insert  “$30,^00,- 
•  000  plus.” 

Page  Yf,  line  17,  strike  out  “$100,000, 0f)0" 
j;  and  insert  “$70.000, 000.” 

Page  24,  line  3,  strike  out  “Act”  and  insefe 
;  “subsection.1 

Page  25,  line  2,  strike  out  “next  following 
;!  its  enactment”  and  insert  “,  1957,  except  sub- 
(  sections  (a)  and  (b)  of  section  201,  which 
|  shall  become  effective  January  1,  1959.” 
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e  SPEAKER.  Is  there  objection  to 
request  of  the  gentleman  from 


Mr.  KEATING.  Mr.  Speaker,  reserv¬ 
ing  the  fight  to  object,  may  I  inquire  of 
the  gentleman  whether  this  has  been 
cleared  with^the  ranking  minority  mem¬ 
ber  of  the  compaittee? 

Mr.  POAGE.V  It  has  been  cleared  with 
the  ranking  mirtority  member  and  with 
the  minority  leadt^ 

Mr.  KEATING.  Mr.  Speaker,  I  with¬ 
draw  my  reservation V  objection. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Texas? 

There  was  no  objection.  _ 

The  Senate  amendments''. were  con¬ 
curred  in.  '  x 

A  motion  to  reconsider  wasNjaid  on 
the  table. 


APPOINTMENT  OP  DOCTORS  OI 
OSTEOPATHY 


Mr.  SHORT.  Mr.  Speaker,  I  call  up 
the  conference  report  on  the  bill  (H.  R. 
483)  to  amend  the  Army-Navy-Public 
Health  Service  Medical  Officer  Procure¬ 
ment  Act  of  1947,  as  amended,  so  as  to 
provide  for  appointment  of  doctors  of  os¬ 
teopathy  in  the  Medical  Corps  of  the 
Army  and  Navy,  and  ask  unanimous 
consent  that  the  statement  of  the  man¬ 
agers  on  the  part  of  the  House  be  read 
in  lieu  of  the  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mis¬ 
souri? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

(For  conference  report  and  statement, 
see  proceedings  of  the  House  of  July 
12,  1956.) 

Mr.  SHORT.  Mr.  Speaker,  I  move  the 
previous  question  on  the  conference  re¬ 
port. 

The  previous  question  was  ordered. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table. 


SPECIAL  ORDERS  POSTPONED 


Mr., 


Mr.  WILSON  of  California. 
Speaker,  I  ask  unanimous  consent 
the  special  orders  granted  the  gent 
man  from  Arizona  [Mr.  Rhodes]  <4nd 
myself,  for  tomorrow,  be  postponed  un¬ 
til  Thursday.  / 

The  SPEAKER.  Without  objtctiop,  it 
is  so  ordered.  / 

There  was  no  objection.  / 


The  SPEAI^R  laid  before  the  House 
the  following  veto  message  from  the 
President  of  the  United  States: 


To  the  R^nise  of  Representatives: 

I  return  herewith,  without  my  ap¬ 
proval;  H.  R.  9893,  “to  authorize  cer¬ 
tain,,  construction  at  military  installa¬ 
tions,  and  for  other  purposes.” 


The  bill  authorizes  the  Secretaries  of 
the  Army,  Navy,  and  Air  Force  to  es¬ 
tablish  or  develop  military  installations 
and  facilities  by  acquiring,  constructing, 
converting,  rehabilitating,  or  installing 
permanent  or  temporary  public  works 
and  family  housing  necessary  for  the 
operation  of  the  armed  services. 

While  I  recognize  the  manifest  impor¬ 
tance  of  this  measure  to  national  de¬ 
fense,  I  cannot  approve  it  so  long  as  it 
contains  certain  provisions  found  in  sec¬ 
tions  301  and  419. 

Section  301  provides  that  none  of  the 
authorization  contained  in  that  section 
relating  to  the  Talos  missile  “shall  be 
effective  until  the  Secretary  of  Defense 
shall  have  come  into  agreement  with  the 
Armed  Services  Committees  of  the  Sen¬ 
ate  and  of  the  House  of  Representatives 
with  respect  to  its  utilization.”  If  the 
committees  should  fail  or  decline  to  agree 
to  the  plans  prepared  by  the  Secretary 
of  Defense,  the  practical  effect  of  this 
provision  would  be  to  lodge  in  the  com- 
littees  the  authority  to  nullify  congres¬ 
sional  authorization.  The  provision 
would  also  compel  the  Secretary  of  De- 
ferute,  an  executive  official,  to  share  wit 
two  committees  of  the  Congress  the  Re¬ 
sponsibility  for  the  carrying  out  oythe 
Talos  missile  authorization.  This'  pro¬ 
cedure  would  destroy  the  clear  Jines  of 
.responsibility  which  the  Constitution 
provides. 

Section  419  Wovides  that! 


CERTAIN  CONSTRUCTION  AT  MILI¬ 
TARY  INSTALLATIONS  —  VETO 
MESSAGE  FROM'  THE  PRESIDENT 
OF  THE  UNITED  STATES  (H.  DOC. 
NO.  450) 


Accordingly,  I  am  returning  H.  R.  9893/ 
with  my  urgent  recommendation  that/ 
be  reenacted  without  the  objectionable 
provisions. 

Dwight  D.  Eisenhower. 

The  White  House,  July  16,  195 


The  SPEAKER.  The  objections  of 
the  President  will  be  spread  large  upon 
the  Journal. 

Mr.  KLLDAY.  Mr.  Speaker,  I  move 
that  the  bill  and  message  be  referred  to 
the  Committee  on  Armed  Services  and 
ordered  to  be  printed 

The  motion  was  Agreed  to. 


THE  LATE  THOMAS  R.  UNDERWOOD 


Notwithstanding,  any  other1  provisions  of 
this  act  or  any  other  law,  x/o  contract  shall 
be  entered  into  by  tn&UrJted  States  for  the 
construction  or  acquisition  of  family  hous¬ 
ing  units  by  or  for  the  yse  of  the  Department 
of  Defense  unless  the  department  of  Defense, 
in  each  instance,  h/s  come-,  into  agreement 
With  the  Armed  S/rvices  Cornmittee  of  the 
Senate,  and  Hou^g  of  Representatives. 


While  the  /Congress  may  enact  legis¬ 
lation  governing  the  making  or'Govern- 
ment  cont/acts,  it  may  not  constitution¬ 
ally  delegate  to  its  Members  or  conunit- 
tees  th/s  power  to  make  such  contracts, 
either-  directly  or  by  giving  them  tl^e 
authority  to  approve  or  disapprove 
contract  which  an  executive  officer  pro-’ 
>ses  to  make. 

/  Two  years  ago  I  returned,  without  my 
approval,  a  bill,  H.  R.  7512,  83d  Congress, 
containing  similar  provisions.  At  that 
time  I  stated  that  shell  provisions  violate 
the  fundamental  constitutional  prin¬ 
ciple  of  separation  of  powers  prescribed 
in  articles  I  and  II  of  the  Constitution, 
which  place  the  legislative  power  in  the 
Congress  and  the  executive  power  in  the 
executive  branch. 

Once  again,  I  must  object  to  such  a 
serious  departure  from  the  separation  of 
powers  as  provided  by  the  Constitution. 
Any  such  departure  from  constitutional 
procedures  must  be  avoided.  I  am  per¬ 
suaded  that  the  true  purpose  of  the  Con¬ 
gress  in  the  enactment  of  both  of  these 
provisions  was  to  exercise  a  close  and  full 
legislative  oversight  of  important  pro¬ 
grams  of  the  Department  of  Defense. 
This  purpose  can  be  properly  attained  by 
requiring  timely  reports  from  the  Execu¬ 
tive.  Such  reports  would  provide  the 
Congress  with  the  basis  for  any  further 
legislative  action  it  may  find  to  be  neces¬ 
sary. 


(Mr.  WATTS  asked  and  was  given 
permission/to  address  the  House  for  1 
minute  an'cl  to  revise  and  extend  his  re¬ 
marks  and  include  an  article  and  an 
editorial.) 

Mr/  WATTS.  Mr.  Speaker,  it  is  with 
profound  sorrow  that  I  have  to  announce 
tl^fe  death,  on  June  29  last,  of  Hon. 
[nomas  Rust  Underwood,  a  former 
''member  of  this  House  and  a  former 
Member  of  the  Senate  from  Kentucky. 

Death  was  attributable  to  a  coronary 
occlusion  which  he  had  suffered  several 
days  previous.  He  was  stricken  while  re¬ 
turning  from  participating  in  the  work 
of  the  State  central  committee  of  the 
Democratic  Party,  the  governing  body  of 
the  party  in  Kentucky.  In  this  work,  he 
was  doing  that  which  he  loved. 

Thomas  Rust  Underwood  was  born  in 
Hopkinsville,  Ky.,  on  March  3,  1898,  the 
son  of  Thomas  E.  and  Frances  Rust  Un¬ 
derwood.  He  attended  the  public  schools 
of  Hopkinsville  and  the  University  of 
Kentucky. 

Tom  Underwood  truly  was  born  to  his 
chosen  fields  of  endeavors — politics  and 
journalism,  as  his  mother  was  a  former 
president  of  the  Women’s  Democratic 
Club  of  Kentucky,  and  his  father  a  form¬ 
er  editor  of  the  Hopkinsville  New  Era 
newspaper. 

Prior  to  the  completion  of  his  formal 
education  at  the  University  of  Kentucky, 
re  became  affiliated  with  the  newspaper 
was  to  serve  for  the  rest  of  his  life. 
IrJ\1917,  he  became  a  reporter  for  the 
Lexington  Herald  and  it  was  not  long 
befork  his  unusual  abilities  and  talents 
brought  him  recognition.  His  political 
prognostications  were  uncanny  in  their 
accuracy  r^is  observations  poignant  in 
their  effectiveness,  and  his  persuasive¬ 
ness  weigheoSjieavily  in  molding  public 
opinion. 

His  formal  baiHasm  into  Kentucky  po¬ 
litics  was  in  the  successful  campaign  of 
the  Honorable  William  J.  Fields  for  the 
Governorship  of  Kentucky  in  1923.  In 
this  campaign,  Tom  Underwood  served 
as  State  publicity  chapman  for  the 
Democratic  ticket. 


Subsequently,  throughourvthe  years, 
he  fought  the  battles  of  the  Democratic 
Party  on  all  levels — local,  Snrte,  and 
National.  Because  of  his  fine  qualities 
of  leadership,  his  levelheadednesk  and 
his  practicalness,  he  had  a  most  extraor¬ 
dinary  knack  of  bringing  folks  togetnh 
He  was  of  inestimable  value  in  compro"' 
mising  differences  and  insuring  a  unison^ 
of  effort  by  the  party  at  the  polls. 
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n-ei  waa  to 
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en  *;  for  the  .nt  of  hi? 

ijjprovai, «  bill  H.  R.  7312.  83d  Cr  ngrees, 
con  taming  sunUar  provisions  At  that 
time  I  ciated  that  au«h  provisions  vLiiftte 
the  fundamental  coast: tutinna1  prin- 
iini*  o  ad  avtiflii  oi  oov.  :  ofoscribod 


jt  1  cr  A'  n  •  )  : 
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Personnel.,... ..... ,3^26,39 

HIGHLIGHTS;  House  passed  new  militar^'N^onst^tiction  bill.  House  Rules  Committee 
cleared  atomic  power  bill.  House  committees  reported  bills  to  authorize  land  ex¬ 
change  between  USDA  and  Defense  Department,  dispose  of  rubber  plant,  authorise 
travel  allowance  for  new  appointees,  prpvidK  flood  insurance,  and  protect  integrity 
of  grain  grade  certificates.  Sen.  Horde  introduced  and  discussed  bill  to  transfer 
certain  Siskiyou  National  Forest  lands  to  Oreg\  Rep.  Spence  introduced  bill  to 
implement  the  International  iiheat  Agreement,  Senate  committee  reported  water  rights 
Jill.  Sen.  Aiken  stated  farm  incpme  moving  upward\  Sen,  Johnson  stated  farm  income 
(Continued  on  page  6)  / 

/  SENATE. 


1*  WATERSHEDS,  Received ^rom  the  Budget  Bureau  plans  forXworks  of  improvement  on 
i^atershed  protection"' and  flood  control  in  the  States  of\Md.  andU.  J.j  to 
Agriculture  and  Forestry  Committee,  p,  11799 

2#  RECLAMATION.  Th6  Interior  and  Insular  Affairs  Committee  reported  without  amend¬ 
ment  S,  3728 , ,/to  provide  for  the  construction  bv  the  Secretary  of  the  Interior 
of  the  San  Angelo  Federal  reclamation  project,  Tex.  (S,  Rept.  26,08).  p.  11801 


3*  PERSONNEL/  The  Post  Office  and  Civil  Service  Committee  reported  with  amendment 
S.  3725 'f  to  provide  for  increases  in  the  annuities  of  annuitants  under  the 
Civil/Service  Retirement  Act  (S,  Rept.  2610).  p.  11801 

U.  WAT/R  RIGHTS.  The  Interior  and  Insular  Affairs  Committee  reported  with  amejid- 
rient  S,  863,  to  govern  the  control,  appropriation,  use  and  distribution  of 
water  (S.  Rept,  2587).  p.  .11801 


-2- 


5. 


^\PJI  I'TCOITE.  Sen.  Aiken  expressed  gratification  relative  to  the  report  of  tl 
oartr-ient  indicating  that  farm  income  is  moving  upward*  p.  II808 

Sen.  Johnson  stated  that  total  cash  income  of  Texas  farmers  has  declined 
--ear,  and  inserted  a  constituent's  letter  to  support  his  position. 


38 


6.  SOCIAL  Si\URITY.  Passed,  by  a  vote  of  90  to  0,  H.  R.  7229,  the  social  security 
bill  (pp All 811,  11839,  118U9,  11878,  1188U,  11886,  11897  and  11902/,  Agreed 
to  clarifying  amendment  by  Sen.  Capehart  to  exempt  certain  agricultural  labor 
from  the  bill,  unless  they  are  engaged  in  production  or  "management  of  produc¬ 
tion"  of  agricultural  commodities  (p.  11901/  •  Conferees  were  appointed  (p. 
11920) . 


7. 


.LECTRIFiCATION,  Several  Senators  discussed  and  inserted  material  relative  to 
the  construction  of\£he  Hells  Canjron  dam,  pp.  11812,  11830,  1181^3 ^  11890 


8. 


FISHERIES,  Conferees  \mre  appointed  on  S,  3275,  to  est/blish  a  sound  and  com¬ 
prehensive  national  polrcv  with  respect  to  fisheries y  to  strengthen  the 
fisheries  segment  of  the  \ational  economy;  to  establish  within  the  Department 


of  the  Interior  a  Fisheries Rivision;  and  to  crea 


(Hoi 


and  prescribe  the  function 
use  conferees  have  not  vet  been  appoint-^ 


of  the  U.  S.  Fisheries  Commission, 
ed).  p.  11873 

The  Interstate  and  Foreig^yCommerce  Committee  ordered  reported  with  amend¬ 
ment  S,  3831,  to  provide  for  thA^stablishmejtft  of  a  fish  hatchery  in  R".  Va, 
p.  D8l6 


9.  BUDGETING;  ACCOUNTING.  Conferees  ver\  appointed  on  S.  3897,  to  improve  govern¬ 
mental  budgeting  and  accounting  nethocv  and  procedures,  (Ho’-se  conferees  have 

net  vet  been  appointed),  p,  11892  _ 

R.  9593,  to  simplify  accounting  and 


Agreed  to  the  conference  report  on 
facilitate  the  payment  of  obligat  ons,  p, 


L1897 


1C,  FOREIGN  TRADE.  Made  as  its  unf  ndshed  bns:-.ne^fi  H,  R.  60I1O,  to  amend  certain 
administrative  provisions  of  the  Tariff  ict  of\^930  and  to  repeal  obsolete 
provisions  of  the  customs  law6.  p.  11920 


11,  FORESTRY*  Passed  without  a/fendment  H.  R,  8898,  to  provide  an  additional  authoi 
ization  of  appropriations^ for  the  purchase  by  the  Secretary  of  Agriculture  of 
lands  within  the  boundaries  of  the  Cache  National  Fordpt,  Utah,  This  bill  xd.ll 
now  be  sent  to  the  ^resident.  p.  11920 


12,  LIVESTOCK  SLAUGHTER*/  The  Agriculture  and.  Forestry  Committee  reported  with  amend¬ 
ment  S,  1636,  to  require  the  use  of  humane  methods  in  the  slaughter  of  livestock 
and  poultry  in  jrm,ersta^e  or  foreign  commerce  (S,  Rept.  26l7\.  p,  11921 


13*  FOOD  RESERVE,  /The  Foreign  Relations  Committee  ordered  reported  with  amendment 


an  original  .concurrent  resolution  stating  that  it  is  the  sense  of\  the  Congress 


that  the  Resident  should  explore  xcLth  other  nations  the  establish} 
international  food  and  raw  materials  reserve  "nd.er  the  auspices  of 
and  relaxed  organizations  (  a  number  has  not  -'-et  been  assigned  the 
p.  D8:  ' 


lent 


of  an 
e  U.  N. 
olution). 


lli,  TAXATION,  Received  a  telegram  from  a  Calif.  State  Senate  committee  favoring 

enactment  of  S,  U183,  to  authorize  the  payment  to  local  governments  of  sunus,  in 
Leu  of  taxes  and  special  assessments  with  respect  to  certain  Federal  real 
’'property;  to  Government  Operations  Committee,  p.  11799 
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the  onlyVsystem  of  government  in  the  world 
worth  talking  about. 

We  move'-slowly  through  a  body  of  elected 
representatives  in  the  Houses  of  Congress. 
Each  one  of  those  gentlemen  had  his  own 
little  bailiwick\o  look  after,  his  own  prob¬ 
lems  and,  in  an  Section  year,  his  own  fences 
to  mend.  They’reSa  pretty  busy,  hard-work¬ 
ing,  dedicated  group.and  they,  too,  if  anyone 
should  ask  you,  are\very  much  underpaid. 
Busy  as  they’ve  been  this  year  though,  they 
listened  to,  absorbed,  \nd  understood  the 
story  laid  before  them  by  our  military  airmen. 

Congress  understands,  Congress  is  aroused. 
Therefore,  America  is  aroused.  The  will  of 
the  American  people  has  beek  made  known 
to  the  world. 

We  will  not  allow  ourselves  to\become  the 
weaker  power.  We  will  maintain  our  air 
superiority.  Our  intercontinentalNhombing 
capability  will,  by  the  people’s  mandate, 
always  be  second  to  none. 


COST  OP  CONSTRUCTING  RAILWA 

HIGHWAY  GRADE  ELIMINATIO! 

STRUCTURES  IN  THE  DISTRICT 

OF  COLUMBIA 

The  PRESIDING  OFFICER  (Mr.  Gore 
in  the  chair)  laid  before  the  Senate  the 
amendments  of  the  House  of  Represent¬ 
atives  to  the  bill  (S.  2895)  to  amend  the 
acts  of  February  28,  1903,  and  March  3, 
1927,  relating  to  the  payment  of  the 
cost  and  expense  of  constructing  rail¬ 
way-highway  grade  elimination  struc¬ 
tures  in  the  District  of  Columbia,  which 
were  on  page  2,  line  17,  to  strike  out  all 
after  “project”  down  through  and  in¬ 
cluding  “1944”  in  line  21,  and  on  page  4, 
line  15,  to  strike  out  all  after  “project:” 
down  through  line  18. 

Mr.  BIBLE.  Mr.  President,  the 
amendments  of  the  House  of  Represent¬ 
atives  are  acceptable. 

I  move  that  the  Senate  concur  in  the 
amendments  of  the  House  of  Represent¬ 
atives.  This  motion  has  the  unanimous 
approval  of  the  conferees. 

The  motion  was  agreed  to. 


ment  as  "one  of  the  Nation’s  largest  dealers 
In  pornographic  material.” 

The  announcement  said  the  objective  of 
the  ban  was  to  prevent  use  of  the  postal 
system  “to  advertise  and  s.ell  his  particular 
brand  of  obscene  photographs,  drawings  and 
cartoons  of  a  peculiarly  sadistic  type.” 

Postal  employees  were  directed  to  inter¬ 
cept  mail  addressed  to  Klaw,  stamp  it  “un¬ 
lawful  mail,”  return  it  to  the  sender  if 
there  is  a  return  address,  and  if  not  dispose 
of  it  as  “dead  matter.” 

The  department  said  Klaw’s  sales  of  porno¬ 
graphic  material  are  estimated  to  run  to 
more  than  $1.5  million  a  year. 

The  department  said  that  Klaw,  in  1955, 
claimed  protection  of  the  fifth  amendment 
against  self-incrimination  in  refusing  to 
answer  questions  before  a  Senate  commit¬ 
tee  Investigating  juvenile  delinquency,  and 
subsequently  drew  a  Senate  contempt  cita- 
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DENIAL  OF  MAILING  PRIVILEGES  TO 
DEALER  IN  LEUD  PICTURES 
Mr.  LANGER.  Mr.  President,  I  should 
like  to  insert  into  the  Record  at  this 
point  an  article  appearing  in  the  Wash¬ 
ington  Evening  Star  last  night,  July  1£ 
with  an  Associated  Press  byline,  stating 
that  mail  privileges  have  been  denied  a 
big  dealer  in  lewd  pictures,  namely,  Ir¬ 
ving  Klaw,  of  New  York. 

This  is  one  of  the  effective  pieces  of 
work  that  the  United  States  Senate 
Juvenile  Delinquency  Subcommittee  has 
done.  Five  or  six  other  dealers  in  lewd 
and  pornographic  material  who  have 
appeared  before  our  subcommittee  hear¬ 
ings,  have  also  been  convicted  either  in 
a  State  or  Federal  cdurt,  or  have  been 
put  out  of  business /by  an  agency  of  the 
Federal  or  State  Governments. 

Mr.  Klaw  has-been  denied  the  use  Of 
the  mails  by  the  United  States  Post  Of¬ 
fice  Department.  He  has  done  over  $1  y2 
million  a  year  business  in  lewd  pictures. 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

'Privileges  Denied  Big  Dealer  in 
Lewd  Pictures 

5e  Post  Office  Department  announced  to- 
lt  has  denied  use  of  the  mails  to  Irving 
aw  of  New  York,  described  by  the  Depart¬ 


SIMPLIFICATION  OF  ACCOUNTING 
AND  FACILITATION  OF  PAYMENT 
OF  OBLIGATIONS — CONFERENCE 
REPORT 

Mr.  KENNEDY.  Mr.  President,  I  sub¬ 
mit  a  report  of  the  committee  of  con¬ 
ference  on  the  disagreeing  votes  of  the 
two  Houses  on  the  amendment  of  the 
Senate  to  the  bill  (H.  R.  9593)  to  sim¬ 
plify  accounting,  facilitate  the  payment 
of  obligations,  and  for  other  purposes.  I 
ask  unanimous  consent  for  the  present 
consideration  of  the  report. 

The  PRESIDING  OFFICER.  The  re¬ 
port  will  be  read  for  the  information  of 
the  Senate. 

The  legislative  clerk  read  the  report. 
(For  conference  report,  see  House  pro¬ 
ceedings  of  July  16,  1956,  pages  11786- 
11787,  Congressional  Record.) 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration 
of  the  report? 

There  being  no  objection,  the  report 
was  considered  and  agreed  to. 

LOW/RENT  HOUSING  PROGRi 

Mij.-'OAPEHART.  Mr.  President,  I  \sk 
unanimous  consent  to  have  printed 
the  Record  at  this  point  as  a  part  of  mi 
marks  a  letter  which  I  have  received 
From  Albert  M.  Cole,  Administrator  of 
the  Housing  and  Home  Finance  Agency, 
together  with  a  statement  I  have  pre¬ 
pared  on  public  housing. 

There  being  no  objection,  the  letter 
and  statement  were  ordered  to  be 
printed  in  the  Record,  as  follows: 
Housing  and  Home  Finance  Agency, 

Washington,  D.  C.,  July  16,  1956. 
Hon.  Homer  E.  Capehart, 

United  States  Senate, 

Washington,  D.  C. 

Dear  Senator  Capehart  :  The  following  fig¬ 
ures  on  the  low-rent  program  are  furnished 
at  your  request: 

June  30,  1955:  Units  under  annual 
contributions  contracts,  but  not 

under  construction _ _  57,  740 

July  1,  1955,  to  June  30,  1956: 

New  annual  contributions  con¬ 
tracts  executed _ .  +4,371 

Contracts  prior  to  1949  reacti¬ 
vated _  +  670 

62,  781 

Units  dropped  in  contract  ad¬ 
justments  _ —218 

62,  563 

Units  put  under  construction. 7,  286 


June  30,  1956:  Units  under  annual 
contributions  contracts,  but  not 

under  construction _ /55,  277 

Sincerely  yours, 

Albert  M.  cole, 

Admjhistrator. 

Statement  by  Senator  ^apehart 
I  should  like  to  set  the  record  straight  as 
to  the  rate  at  which  the  /focal  housing  au¬ 
thorities  throughout  the^country  are  able  to 
plan  and  execute  lo^-rent  projects.  The 
facts  show  that  the  P/esident’s  proposal  au¬ 
thorizing  the  Publhf  Housing  Administra¬ 
tion  to  make  annual  contributions  contracts 
for  36,000  units  for  each  of  the  next  2  years 
is  wholly  adequate.  The  following  figures 
were  furnished'  me  at  my  request  by  the 
Housing  and /Home  Finance  Agency. 

June  30,  1965:  Units  under  annual 
contributions  contracts,  but  not 

'  under ^construction _  57,  740 

July  1,^955,  to  June  30,  1956: 

Ne-y  annual  contributions  con- 

acts  executed _  +4,371 

ntracts  prior  to  1949  reacti¬ 
vated _  +670 


62,  781 

Units  dropped  In  contract  ad¬ 
justments  _  —218 


Units  put  under  construction. ___ 


62,  563 
7,  286 


June  30,  1956:  Units  under  annual 
contributions  contracts,  but  not 
under  construction _  56,  277 

It  is  important  to  note  that  although  a 
year  ago  there  were  over  60,000  units  author¬ 
ized  to  be  built,  construction  has  only  been 
started  on  some  7,000  units  since  then.  This 
was  not  due  to  any  attempt  by  the  Federal 
Government  to  slow  down  the  program. 

It  is  entirely  the  result  of  difficulties  en¬ 
countered  at  the  local  level. 

It  is  obvious  that  any  insistence  on  a  fig¬ 
ure  above  that  proposed  by  the  President, 
and  included  in  the  bill  which  I  introduced, 
is  completely  unrealistic  and  politically  in¬ 
spired. 

StiCIAL  SECURITY  AMENDMENTS 
OF  1956 

The  Senate  resumed  the  consideration 
fef  the  bid  (H.  R.  7225)  to  amend  title  H 
kof  the  Social  Security  Act  to  provide  dis¬ 
ability  insurance  benefits  for  certain  dis¬ 
abled  individuals  who  have  attained  age' 
50\to  reduce  to  age  62  the  age  on  the 
basik  of  which  benefits  are  payable  to 
certain  women,  to  provide  for  continua¬ 
tion  ok  child’s  insurance  benefits  for 
children  \yho  are  disabled  before  attain¬ 
ing  age  18-,  to  extend  coverage,  and  for 
other  purposes. 

Mr.  MAGNUSON.  Mr.  President,  I 
ask  unanimoukconsent  to  have  printed 
in  the  body  of  tn<3  Record  a  statement  of 
my  own  on  the  landing  bill. 

There  being  no  Objection,  the  state¬ 
ment  was  ordered  be  printed  in  the 
Record,  as  follows: 

Statement  by  Senator  Magnuson 

Pending  before  the  United  States  Senate 
is  one  of  the  most  important  measures  we 
will  be  called  to  act  upon  before  adjourn¬ 
ment — the  social-security  bill. 

I  Ehould  like  to  urge  my  felloV  Members 
on  both  sides  of  the  aisle  to  join  with  me  in 
passing  legislation  to  lower  the  social-secu¬ 
rity-retirement  age  for  women  from -age  65 
to  age  62.  This  provision  would  mike  it 
possible  for  all  women — women  workers — 
and  wives  of  retired  workers — and  dependent 
mothers  of  workers  who  have  died — as  well 
as  widows  to  be  entitled  to  social-security 
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benMts  at  age  62  instead  ot  waiting  until  age 
65  aNs  the  case  In  existing  law.  According 
to  estimates — about  800,000  women  would 
receive  t^enefits  immediately  if  this  bill  is 
enacted  into  law — and  another  400,000  wom¬ 
en  in  this\ge  group — who  are  working  or 
are  wives  of  ftprkingmen — would  become  eli¬ 
gible  to  draw  benefits  in  case  they  retire.  In 
about  25  yearsAwhen  a  larger  proportion  of 
people  will  hav^i  qualified — 1,800,000  more 
women  will  be  receding  benefits  than  would 
be  the  case  under  easting  law. 

Under  the  bill  a  woman  worker  could  be¬ 
come  eligible  for  benefits  at  age  62 — the  age 
for  men  would  continue  to  be  age  65 — ■ 
widows  and  surviving  dependent  mothers 
would  become  eligible  forSfoenefits  3  years 
earlier  than  is  the  case  undw  existing  law. 
And  the  wife  of  a  retired  worBer  would  also 
become  eligible  for  a  wife’s  benefit  when 
he  retires  at  age  65  if  she  is  yoWger  than 
her  husband  by  3  years  or  less.  Under  ex¬ 
isting  law  such  a  retired  worker  receives  only 
his  own  benefit  until  his  wife  reaches  age 
65 — at  which  time  the  amount  of  the  UWnily 
benefit  is  increased  50  percent  by  the  wife's 
benefit. 

The  case  for  including  wives  in  their  pro\ 
vision  arises  because — although  the  princi-' 
pie  of  social  security  is  that  a  retired  mar¬ 
ried  couple  should  not  have  to  get  along 
on  the  same  amount  as  is  provided  for  a 
single  person — the  fact  is  that  wives  are  gen¬ 
erally  a  few  years  younger  than  their  hus¬ 
bands.  In  such  circumstances  it  is  neces¬ 
sary  for  the  retired  couple  to  live  on  a 
single  payment  for  a  period  of  years  until 
the  wife  can  qualify  until  she,  too,  has 
reached  her  65th  birthday.  Under  the 
amendments  such  couples  would  become 
eligible  for  the  full  family  benefits  at  an 
earlier  date  than  under  existing  law — thus 
reducing  the  waiting  period  for  family  bene¬ 
fits. 

I  submit  that  lowering  the  age  for  women 
from  65  to  62  would  not  only  bring  more 
of  the  sunshine  of  life  into  the  lives  of 
these  women — but  would  strengthen  the 
entire  economy  of  our  Nation. 

We  must  not  be  content  with  merely  low¬ 
ering  the  eligibility  age  for  women  to  62. 

We  must  remember  other  groups  badly  in 
need  of  help  from  this  Congress.  My  col¬ 
leagues — Senator  Russell  Long  of  Louisiana 
and  Senator  Walter  George  of  Georgia — 
recognize  several  of  these  categories.  I 
joined  with  them  in  an  attempt  in  com¬ 
mittee  to  increase — for  example — the  Fed¬ 
eral  portion  of  the  matching  program  for 
old  age  pensions  paid  by  the  various  States. 

Under  the  old  age  amendment — the  Fed¬ 
eral  Government  would  match  the  first  $5 
State  contribution  with  $25  monthly  of 
Federal  funds  instead  of  the  $20  as  provided 
by  existing  law.  The  Federal  Governmer 
then  would  match  on  a  50-50  basis  all  addi¬ 
tional  State  contributions  up  to  a  totiVT  of 
$65  instead  of  the  $55  maximum  as  presently 
provided. 

An  important  feature  of  that  amendment 
which  was  considered  by  Senate  pbmmittee 
was  a  “pass  along”  provision  to  require  that 
States  availing  themselves  of  the  new 
matching  formula — not  reduce  their  average 
contributions  per  person. /The  practical 
effect  of  this  amendment  /Would  be  to  in¬ 
crease  welfare  payments  to  persons  over  65 
years  by  at  least  $5  pel-  recipient  and  in 
some  cases  by  as  muclyas  $7.50  per  recipient. 
For  example,  enactment  of  this  amend¬ 
ment — with  the  pads  along  provisions,  of 
course — would  aff4ct  58,289  persons  in 
Washington  State'  and  result  in  the  State 
receiving  $5,12^057  in  additional  Federal 
funds — on  thjr  basis  of  assistance  rolls  of 
last  Septemb 

I  emphasize  the  “pass  along’*  provision 
because  unless  we  enact  this,  then  many 
States— -a&  did  my  State  of  Washington  the 
last  thne  Congress  in^-cased  the  Federal 
contribution — could  pocket  the  additional 


money  and  maintain  old  age  grants  as  they 
were. 

In  addition,  I  submitted  to  the  committee 
an  amendment  increasing  by  the  same  pro¬ 
portion,  payments  under  our  blind  totally 
and  permanently  disabled,  and  aid  to  de¬ 
pendent  children  programs. 

My  colleagues,  Senator  Long  and  Senator 
George  agreed  to  amendments  covering 
blind,  and  totally  and  permanently  disabled. 
In  fact,  they  rewrote  their  amendment  and 
included  my  proposals  in  it. 

That  amendment,  I  understand.  Is  at  the 
desk  at  this  moment  and  the  Senate  shall 
have  an  opportunity  to  vote  upon  it  before 
the  social  security  bill  comes  up  for  final 
approval. 

The  Long  amendment  follows  past  prece¬ 
dents  of  the  Congress  in  improving  all  the 
categories  of  public  assistance  simultaneous^, 
ly  rather  than  changing  the  matching  for¬ 
mula  for  only  one  of  the  categories. 

Our  Nation  can  surely  afford  to  be  more 
generous  to  the  blind,  and  to  the  perma¬ 
nently  and  totally  disabled  as  well  as  to  the 
aged.  The  additional  outlay  of  $100  million 
pr  perhaps  $200  million  a  year  would  relieve 
much  suffering,  would  increase  markets  for 
^farm  products,  and  would  add  to  the  well¬ 
being  of  communities  throughout  the  coun¬ 
try.  The  investment  would  be  more  than, 
repaid  in  human  welfare,  a  more  producti^ 
population,  and  greater  prosperity. 

TneVesultant  increase  in  payments  wotild 
be  $5  tA$7.50  a  month  for  some  105,000 .blind 
persons  avid  244,000  permanently  andytotally 
disabled  persons  now  receiving  assistance. 

Because  programs  for  the  blind  aifd  totally 
and  permanenOy  disabled  are  included  in  the 
Long  amendment,  I  would  nowr  confine  my 
remarks  to  the  im:rease  so  vitally  needed  in 
the  aid-to-dependent-children’s  program. 

We  must  ever  seek  ways/to  improve  and 
broaden  this  great  cornel's  tone  of  our  de¬ 
mocracy,  social  security^/  One  of  these  ways 
is  contained  in  the  amendment  which  I  have 
at  the  desk,  which  wiUextfend  aid  to  depend¬ 
ent  children  to  a  level  commensurate  with 
other  social-security  beneficiaries. 

Such  an  amendment  wourd  be,  in  my 
opinion,  simple/justice.  UnderVhis  amend¬ 
ment  to  the  aid-to-dependeWt-children 
categories,  the  mother  or  the  other  relative 
with  whom/the  child  lives  would  receive  in¬ 
creased  payments  on  the  same  basis  \s  the 
aged.  For  widows  with  dependent  children, 
this  means  an  increase  in  the  individual’s 
monthly  payment,  to  which  the  Federal  Go\- 
ernnrfent  will  contribute  from  $30  to  $6J 
Eaeh  child  would  receive  an  increased  Fed¬ 
's!  payment  ranging  from  $3  to  $4.50  per 
lonth,  or,  if  the  State  matches,  up  to  a  total 
of  $6  more  if  the  State  makes  full  use  of  the 
Federal  increase. 

As  a  result  of  my  amendment  the  Federal 
Government  would  offer  to  pay  five-sixths  of 
the  first  $30  a  month  paid  on  the  average 
by  a  State — to  the  mother  or  other  relative 
caring  for  dependent  children.  This  would 
be  instead  of  the  present  formula  of  four- 
fifths  Federal  matching  up  to  $25.  Above 
the  initial  $30  there  would  be  offered  50-50 
matching  of  Federal  and  State  funds  up  to 
a  maximum  of  $65  instead  of  the  present  $55. 

For  dependent  children — the  five-sixths 
matching  would  apply  for  the  first  $18 — and 
the  50-50  matching  would  be  available  up  to 
$36  a  month  for  the  first  child  in  a  family 
and  up  to  $27  for  each  other  child.  A 
monthly  increase  in  payments  for  each  child 
of  $3  to  $4.50  would  probably  result. 

These  more  liberal  Federal  matching 
grants  would  be  made  available  to  the  States 
on  the  same  pass-along  basis  proposed  in 
the  earlier  amendment  for  the  aged — in  or¬ 
der  to  assure  that  increased  payments  to 
the  recipients  would  result. 

Any  State  desiring  to  avail  Itself  of  the 
liberalized  matching  formula  would  have  to 
demonstrate  that  the  average  State  con¬ 


tribution  has  not  been  reduced  from 
1955  level.  If  a  State  does  not  desire/to 
comply  with  this  requirement,  the  State 
would  be  permitted  to  continue 
matching  as  under  existing  law,  nanTely  on 
the  formula  established  by  the  kjifrarland 
amendment  in  1951. 

Congress  has  never  providecL^grant  for¬ 
mulas  as  liberal  for  dependent  children  as  for 
the  other  categories.  My  amendment  would 
establish  more  equal  treatment  by  providing 
the  same  matching  formula  for  the  mother 
or  other  relative  caring  fior  the  children  as 
is  provided  for  the  aged,  the  blind,  or  the 
disabled.  Some  600, 000  adults  would  have 
the  advantage  of  this/improvement,  and  over 
1,500,000  children,  Jm.  their  care,  would  also 
benefit. 

Only  26  percent  of  the  Federal  funds  spent 
for  public  assistance  goes  to  help  dependent 
children  and/ adults  caring  for  them — al¬ 
though  together  they  constitute  43  percent 
of  the  persons  receiving  public  assistance. 

I  myself  would  gladly  go  still  further  in 
providing  more  generous  Federal  grants  for 
to  dependent  children.  The  aver- 
.onthly  payment  they  receive  is  far  too 
low^— only  $32  per  child  or  $24  per  recipient 
as  ■'compared  to  the  monthly  average  of  $54 
■eceived  by  the  aged  and  $58  by  the  blind. 
More  than  one  million  and  a  half  children 
are  now  receiving  such  aid. 

I  estimate  that  my  amendment  would  in¬ 
crease  Federal  outlays  to  children  by  $3  to 
$4.50  a  month — or — in  round  figures  by  be¬ 
tween  $46  and  $54  a  year  depending  on  the 
number  of  cases  and  the  liberality  of  the 
States.  The  prospective  total  outlay  at  the 
higher  figure  by  the  Federal  Government 
would  be  well  under  $100.  It  would  be  sup¬ 
plemented  by  the  additional  grants  for 
mothers  or  other  relatives  caring  for  the 
children. 

These  expenditures  would  be  both  humane 
and  sound. 

I  want  to  say  that  since  I  first  introduced 
this  amendment  early  this  year — I  have  re¬ 
ceived  many  hundreds  of  letters  from 
widows  and  parents  who  would  be  affected 
by  this  amendment.  They  have  informed 
me  that  they  have  been  receiving  scaled- 
down  and — in  many  cases — totally  inade¬ 
quate  and  unrealistic  payments  under  the 
aid  to  dependent  children  program  in  my 
own  and  other  States. 

Denying  these  payments  to  widows  and 
others  with  dependent  children  contributes 
to  the  growing  juvenile  delinquency  prob¬ 
lem  in  this  country — which  has  been  so 
ably  and  dramatically  analyzed  by  the  sub- 
mmittee  headed  by  by  esteemed  col¬ 
league — the  senior  Senator  from  Tennessee. 
MySamendment — I  am  advised  by  the  De¬ 
partment  of  Health,  Education  and  Wel¬ 
fare-Anil  affect  some  1,700,000  children  and 
approximately  600,000  widows  and  other 
caretaker\of  young,  dependent  children. 

I  hold  that  it  is  a  short-sighted  policy 
to  deny  so  rnany  young  children  the  help 
which  may  lead  them  toward  a  happier, 
healthier,  and 'more  useful  life  for  them¬ 
selves  and  their \ountry.  In  many  cases— 
cases  that  I  know 'about  in  my  own  State— 
these  children  comk  from  broken  homes— 
homes  where  the  father  has  died  or  has  de¬ 
serted  his  wife.  Many  Of  these  mothers  have 
not  been  trained  at  jobsSor  professions  with 
which  they  can  adequately  support  them¬ 
selves  and  their  children.\Many  of  them 
have  been  tossed,  so  to  speaEV  into  the  deep 
sea  of  life  and  are  desperatelySdog-paddling 
to  stay  afloat. 

This  amendment.  In  short,  wolfid  repre¬ 
sent  an  important  move  toward  meeting  one 
of  the  significant  deficiencies  in  our\resent 
social  security  legislation.  I  hope  the 'Mem¬ 
bers  of  this  distinguished  body  will  joinVith 
me  in  seeing  that  common  justice  is  done  for 
the  1,700,000  children  of  our  country  no? 
receiving  public  assistance  and  the  6Q0,000\ 
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HIGHLIGHTS:  House  agreed  to  Conference  report  on  CCC  borrowing  power  bill,  ^ Senate 
passed  watershed  bill.  Hou/  committee  reported  second  supplemental  appropriation 
bill.  House  agreed  to  conference  report  on  bill  to  facilitate  payment ^ of  obligations. 
Senate  passed  executive  pay  and  retirement  bill.  Senate  confirmed  nomination  of 
Hansen  as  FHA  Administrator.  Senate  committee  reported  resolution  favoring  water 
resource  development /Conferees  agreed  to  report  bills  to  increases.  t  ublic  Law  4> 
authorization,  and  afaend  social  security  laws.  Senate  debated  mutual^ security  . 
appropriation  bill/  Senate  agreed  to  conference  report  on  small  reclamation  project 

bill.  (Continue/ on  page  9) 

HOUSE  -  July  20 

1.  FOREIGN/RADE;  SURPLUS  COMMODITIES.  The  conferees  agreed  to  file  a  reportN^but 
did  ndt  actually  do  so)  on  S.  3903,  to  increase  the  amount  authorized  for  ti^le 
1  or  the  Agricultural  Trade  Development  and  Assistance  Act  of  195^«  p.  D85O 
^ouse  conferees  on  this  bill  had  been  appointed  earlier  in  the  may. 
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I  LOAHS.  The  conferees  agreed  to  file  a  rqport  on  J1.  R.  11544,  to  impro^ 
and^  simplify  the  credit  facilities  available  to  farmers  and  to  amend  the  / 
Bankhead-Uones  Pam  Tenant  Act  (but  did  not  actually  do  so),  p.  DS50  / 


3.  CCC  BQZik/IUG  POWER.  Agreed  to  the  conference  report  on  S.  3^20,  to  increase 
the  borrowing  power  of  the  Commodity  Credit  Corporation  to  $14.5  billion  and  to 
amend  the  "penalty  provision  of  the  CCC  Charter  Act.  p.  12550 


4.  SECOIID  SUPPLUiaiTAL  aPPROPRXATIQIT  Bill,  1957.  The  Appropriations/Committee  re¬ 
ported  withouiX  amendment  this  bill,  R.  12350  Rept.  2S49y.  p.  125&7 


*  j 


5.  RECLALATICLT.  Received  the  conference  report  on  S.  497>  to  authorize  the  Washoe 
reclamation  project,  %v.  and  Calif,  p.  12511 
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6.  CUSTOMS  SLiPLIEIGAlIOHV  Conferees  were  appointed  on  6040,  the  customs 

_^_sin£lifi cation  bill.  12549 
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7.  ACCOUNTING.  Agreed  to  the  conference  report  on  R,  9595»  to  simplify  account¬ 
ing  and  facilitate  the  payment  of  obligations.  This  bill  will  now  be  sent  to 
the  ^resident.  p,  12550 

_ 


S.  SOCIAL  SECURIT^.  The  conferees  tentatively  a^ 
report  on  R.  7225,  the  social'Nsecurity  bij 
24  for  final  review  of  the  report0\  p,  DS5O/ 


>ed  to  language  for  a  conference 
The  conferees  are  to  meet  ^uly 


9.  TWINE  IMPORTS*  Rep.  Marshall  referred  to /an 
hearing  on  the  possibility  of  inposi: 
binder  twine  and  stated  that  American 
higher  cost  of  producing  their  g< 
industry.”  p.  12552 


tariff 


fas 


announcement  of  an  executive  branch 
on  the  importation  of  baler  and 
are  asked  in  effect  to  bear  the 
kind  of  direct  subsidy  to  the  cordage 


10.  PERSONNEL;  SURPLUS  CCIuiODITIES;  IlJEOH-tATI OU.  \The  Government  Operations  Commit¬ 

tee  approved  the  following  subcommittee  reports5  "Employment  and  Utilization 
of  Experts  and  Consultants , "/'Distribution  of  Surplus  Agricultural  Commodities 
to  Schools  and  Institutione/in  Illinois,"  "Availability  of  information  Prom 
Eederal  Departments  and  Agencies. "  p.  DS49  \  / 

/  \ 

11.  LEGISLATIT7E  PROGRAM  for  /this  week  was  announced  as  follows*  i4on. ,  Consent  Cal¬ 

endar,  bills  under  suspension  of  rules,  and  possibly  second  supplemental  appro¬ 
priation  bill.  Tues;',  civilian  atomic  power  bill. 


SENATE  -  JULY  20 


12,  WATERSHEDS, 
tion  and  1 


looc 


assed  with  amendments  R.  &750,  to  amend  the  Watershed  Protec- 
^revention  Act.  Agreed  to  an  amendment  by  Son.\^err  to  provide 
for  committee  review  of  projects  on  which  the  Eederal  contribution  exceeds 
$250,000  '•the  bill  as  reported  provided  for  such  review  when  theNotal  cost 
exceeds  that  amount'.  Agreed  to  an  amendment  by  Sen.  ^h-uska  to  modify  the 
requirement  for  employment  of  engineers  in  connection  with  watershed^projects 
so  as  frb  make  the  requirement  apply  only  to  projects  for  storage  of  w^ter  for 
municipal  or  ind.ustrial  purposes.  Sen.  Aiken  criticized  the  transfer  of  this 
bil}/  from  the  Agriculture  and  Eorestry  Committee  to  the  Public  Works  Committee, 
Senate  conferees  were  appointed,  p,  12423 


13*  L014INATI0N;  EAEk  LOANS.  Confirmed  the  nomination  of  ^ermit  U^ggn  to  be 
Administrator  of  the  Earmers  Uome  Administration,  p.  124-22 
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pit  who  have  been  under  the  Influence 
of  shis  propaganda  that  the  gentleman 
speaks  about.  On  the  basis  of  his  argu¬ 
ment, >1  am  quite  convinced  that  these 
chargesNare  probably  groundless.  How¬ 
ever,  I  ana  wondering  if  the  gentleman 
might  tell  she  House,  if  he  knows,  what 
the  motives  sire  of  the  people  who  have 
stood  up  such'a  tremendous  propaganda 
campaign  against  this  bill. 

Mr.  O’BRIEN  >f  New  York.  I  thank 
the  gentleman  for  Vis  question,  and  I  am 
in  a  position  where*.  I  must  only  guess 
what  the  motives  are 

Mr.  WILLIAMS  of  ^Mississippi.  I  am 
at  a  loss  to  understand,  iny self. 

Mr.  O’BRIEN  of  New  \York.  But  I 
think  one  motive  is  this.\There  is  a 
certain  group  in  our  society  Nn  our  Na¬ 
tion,  which  is  opposed  to  anyVdvance- 
ment  whatsoever  in  the  field  oronental 
health,  who  would,  if  they  had  the 
chance,  tear  down  the  mental  Hl§alth 
hospitals  we  have  in  our  several  States 
and  would  consider  the  ideal  way 
treat  sick  people  is  to  return  to  the  viP 
lage  madhouse. 

Mr. .  WILLIAMS  of  Mississippi.  Can 
the  gentleman  see  the  profit  motive  in 
there? 

Mr.  O’BRIEN  of  New  York.  I  would 
not  like  to  charge  that,  because  there  is 
only  one  group  which  could  profit  by  the 
defeat  of  this  conference  report,  and  that 
is  the  group  which  is  running  Morning- 
side  Hospital.  The  profit  there  has  been 
very  substantial.  It  is  a  profit  which 
has  been  made  on  the  caring  for  sick 
people.  That  is  legal,  but,  as  I  say,  I 
am  not  interested  in  those  profits. 

May  I  say  briefly,  Mr.  Speaker,  that 
there  is  no  question  of  credit  here.  I 
have  said  that  this  is  an  administration 
bill.  It  bears  the  name  of  the  gentle¬ 
woman  from  Oregon.  I  have  fought  for 
it  as  best  I  could.  But,  this  did  not  start 
at  this  session;  it  began  before  I  came 
to  Congress.  For  example,  the  distin¬ 
guished  gentleman  from  Pennsylvania 
[Mr.  Saylor],  fought  long  and  hard  for 
this  legislation  and  secured  its  passage 
through  this  House  in  the  83d  Congress. 

Mr.  ROGERS  of  Texas.  Mr.  Speaker, 
will  the  gentleman  yield? 

Mr.  O’BRIEN  of  New  York.  I  yield, 
to  the  gentleman  from  Texas. 

Mr.  ROGERS  of  Texas.  I  want  to  say 
to  the  House  that  we  are  deeply  indexed 
to  the  gentleman  from  New  York7  and 
the  members  of  his  subcommittee  who 
have  worked  so  hard  on  this  legislation. 
We  are  indebted  also  to  those  mo  served 
on  this  committee  of  conference.  These 
people  have  been  attacked  in  a  most 
vicious  way  here,  as  welLas  other  mem¬ 
bers  of  the  Interior  Committee,  of  which 
I  am  a  member,  and  I  certainly  hope  that 
the  Members  of  thi/House  will  not  be 
guided  by  what  smne  hot-heads  on  the 
outside  said,  but  anil  meet  the  responsi¬ 
bility  of  this  numtal  health  problem  in 
Alaska  as  it  has  been  met  by  the  gentle¬ 
man  from  New  York  and  the  Members 
who  have  s/rved  with  him. 

Mr.  O’BRIEN  of  New  York.  I  thank 
the  genfteman. 

MryCAWSON  of  Utah.  Mr.  Speaker, 
willifne  gentleman  yield? 

lr.  O’BRIEN  of  New  York.  I  yield  to 
tlfe  gentleman  from  Utah. 


Mr.  DAWSON  of  Utah,  I  just  want 
to  add  my  word  of  commendation  to  the 
chairman  of  this  committee.  I  do  not 
know  of  any  chairman  of  any  commit¬ 
tee  that  I  have  had  anything  to  do  with 
that  has  been  more  patient,  more  under¬ 
standing  of  this  problem  than  the  chair¬ 
man  of  this  committee  has.  He  has  been 
absolutely  impartial,  nonpolitical  and 
has  given  everybody  a  chance  to  be 
heard.  And,  I  am  surprised  that  he  has 
maintained  the  patience  he  has. 

Mr.  O’BRIEN  of  New  York.  I  thank 
the  gentleman. 

Mr.  SAYLOR.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  O’BRIEN  of  New  York.  I  yield  to 
the  gentleman  from  Pennsylvania. 

Mr.  SAYLOR.  I  would  like  to  join  in 
the  comment  of  the  gentleman  from 
Utah.  There  has  been  no  more  diligent 
Member  of  this  House  in  this  session  of 
the  Congress  than  the  gentleman  who  is 
now  speaking  in  the  well  of  the  House, 
Mr.  O’Brien.  He  has  done  a  masterful 
job.  He  has  taken  abuse  that  most  peo- 
>le  would  have  rebelled  at.  He  has  been 
[aligned  by  people  who  have  ulterioiy 
jtives,  and  the  best  thing  this  Hous 
cam^do  to  establish  its  own  integrity  and 
stanclup  for  the  Members  who  are  shill¬ 
ing  t<\stand  on  the  firing  line  and  be 
countedvis  to  overwhelmingly  adapt  this 
report  and  allow  the  people  of  /flaska  to 
establish  their  own  commitment  pro¬ 
cedures  ancryto  see  to  it  th/t  the  loved 
ones  in  Alaska  are  giver}/ the  kind  of 
treatment  and\o  the  same  extent  that 
the  people  in  evVy  State  get. 

Mr.  SISK.  Mr.  T^pqaker,  will  the  gen¬ 
tleman  yield? 

Mr.  O’BRIEN  of/N<V  York.  I  yield  to 
the  gentleman. 

Mr.  SISK.  May  I  sa\  to  the  gentle¬ 
man  that  I  want  to  join  in  every  word 
uttered  by  fcne  gentleman \from  Penn¬ 
sylvania  [Mr.  Saylor].  I  sVnt  to  pay 
tribute  ty  my  distinguished  Chairman, 
the  gentleman  from  New  Yon?  [Mr. 
O’Brien]  for  the  excellent  job  tkat  he 
did.  /As  a  member  of  the  committee  I 
kn .c/n  of  not  only  the  hours  but  the  days 
aria  weeks  and  even  months  that  hate 
seen  spent  in  hearings,  and  of  the  advice 
and  testimony  received  from  Dr.  Over-' 
holser  and  many  of  the  most  eminent 
mental  authorities  in  America  today. 

I  think  it  is  an  excellent  bill  and  I  agree 
with  the  gentleman  from  Pennsylvania 
[Mr.  Saylor]  that  the  bill  should  receive 
the  unanimous  vote  of  this  House. 

Mr.  BARTLETT.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  O’BRIEN  of  New  York.  I  yield 
to  the  Delegate  from  Alaska. 

Mr.  BARTLETT.  Mr.  Speaker,  I  want 
to  say  that  the  gentleman  from  New 
York  [Mr.  O’Brien]  has  the  gratitude 
of  the  people  of  Alaska  for  what  he  has 
done  for  us  and  my  own  personal  grati¬ 
tude  will  be  lasting. 

Mr.  O’BRIEN  of  New  York.  I  thank 
the  gentleman. 

Mr.  JONAS.  Mr.  Speaker,  would  the 
gentleman  yield? 

Mr.  O’BRIEN  of  New  York.  I  yield 
to  the  gentleman  from  North  Carolina. 

Mr.  JONAS.  Mr.  Speaker,  I  should 
like  to  say  to  the  gentleman  that  I  have 
received  a  great  deal  of  mail  on  this  sub¬ 
ject,  too.  I  read  the  Senate  hearings 


With  great  care  and  was  enabled  to  ar 
swer  the  questions  satisfactorily,/ 1 
thought. 

I  am  not  opposed  to  the  Territory  of 
Alaska  being  permitted  to  handle  its 
problem  in  this  field.  My  onl/concern 
about  the  bill  as  it  is  now  written  is  with 
respect  to  the  1  million  ac/bs  of  land. 
I  understand  that  under  /he  terms  of 
the  bill  the  Territory  itself  is  permitted 
to  select  the  land.  It , /trikes  me  that 
is  being  just  a  bit  on  the  liberal  side. 

Does  not  the  gentleman  think  that 
the  United  States  (government  ought  to 
have  something  tri'  say  about  where  the 
land  should  bn  that  is  selected  and 
should  we  not  be  given  the  right  to  come 
to  an  agreement  with  the  Territory? 
Should  we  riot  consider  it  together,  pick 
out  the  1  million  acres  together  instead 
of  just  ^flowing  the  donee  to  make  the 
selection  without  any  strings  attached? 

Mr/  O’BRIEN  of  New  York.  Mr. 
Speaker,  may  I  answer  the  gentleman 
in/his  way:  In  the  first  place,  the  1-mil- 
rn-acre  figure  came  into  being  on  a 
lotion  in  our  committee  by  the  gentle¬ 
man  from  Nebraska  [Mr.  Miller],  who 
has  led  the  fight  against  this  bill.  Origi¬ 
nally  the  figure  was  one-half  million 
acres. 

May  I  say  further  that  the  statehood 
bill  for  Alaska  which  came  within  48 
votes  of  passage  in  this  House  gave  the 
Territory  of  Alaska  103  million  acres.  I 
have  no  concern  about  the  possibility  of 
Alaska  becoming  rich.  The  University 
of  Alaska  was  given  100,000  acres,  and 
my  last  information  was  that  they  got 
barely  enough  out  of  it  to  equip  a  basket¬ 
ball  team. 

Mr.  Speaker,  I  move  the  previous 
question. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
the  conference  report. 

Mr.  MILLER  of  Nebraska.  Mr. 
Speaker,  I  offer  a  motion  to  recommit. 

The  SPEAKER.  The  motion  of  the 
gentleman  is  not  in  order.  The  Senate 
has  already  adopted  this  conference  re¬ 
port. 

The  question  is  on  the  conference  re¬ 
port. 

The  question  was  taken ;  and  on  a  di¬ 
vision  (demanded  by  Mr.  Miller  of  Ne¬ 
braska)  there  were — ayes  130,  noes  16. 
the  conference  report  was  agreed  to. 
A  potion  to  reconsider  was  laid  on  the 
table. 


CUSTOI 


SIMPLIFICATION  BILL  OF 
1956 

Mr.  COOI^ER.  Mr.  Speaker,  I  ask 
unanimous  cogent  to  take  from  the 
Speaker’s  table \he  bill  (H.  R.  6040)  to 
amend  certain  administrative  provisions 
of  the  Tariff  Act  of.  1930  and  to  repeal 
obsolete  provisions  of.  the  customs  laws, 
with  Senate  amendments  thereto,  dis¬ 
agree  to  the  Senate  amendments,  and 
agree  to  the  conference  Risked  by  the 
Senate. 

The  Clerk  read  the  title  df  the  bill. 

The  SPEAKER.  Is  there  oDtection  to 
the  request  of  the  gentleman  fiWn  Ten¬ 
nessee?  [After  a  pause.]  TheVChair 
hears  none,  and  appoints  the  following 
conferees:  Messrs.  Cooper,  Mills,  Greg¬ 
ory,  Reed  of  New  York,  and  Jenkins. 
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COMMODITY  CREDIT  CORPORA¬ 
TION  BORROWING  POWER 

mK  SPENCE.  Mr.  Speaker,  I  call  up 
the  conference  report  on  the  bill  (S. 
3820)  tb  increase  the  borrowing  power 
of  Commodity  Credit  Corporation,  and 
ask  unanimous  consent  that  the  state¬ 
ment  of  theSnanagers  on  the  part  of  the 
House  be  reaK  in  lieu  of  the  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the\entleman  from  Ken¬ 
tucky? 

There  was  no  objection. 

The  Clerk  read  the 'statement. 

(For  conference  repork  and  statement, 
see  proceedings  of  the  I-loyse  of  July  18, 
1956.) 

The  conference  report  wa\  agreed  to. 

A  motion  to  reconsider  was  raid  on  the 
table.  , 

PENSIONS  TO  WIDOWS  OF  SPAl^SH- 
A  ME  RICAN  WAR  VETERANS 

Mr.  O’HARA  of  Illinois.  Mr.  Speaker 
I  ask  unanimous  consent  for  the  imme-N 
diate  consideration  of  the  bill  (H.  R. 
2867)  to  increase  the  monthly  rates  of 
pension  payable  to  widows  and  former 
widows  of  deceased  veterans  of  the  Span- 
ish-American  War,  including  the  Boxer 
Rebellion  and  the  Philippine  Insurrec¬ 
tion,  which  was  unanimously  reported 
by  the  Committee  on  Veterans’  Affairs. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  ob;ection  to 
the  request  of  the  gentleman  from  Illi¬ 
nois? 

Mr.  MARTIN.  Reserving  the  right  to 
object,  Mr.  Speaker,  and  I  am  not  going 
to  object,  will  the  gentleman  explain  the 
increases  in  the  bill? 

Mr.  O’HARA  of  Illinois.  This  in¬ 
creases  the  pensions  of  the  widows  of 
Spanish-American  War  veterans  from 
approximately  $54  a  month  to  $75  a 
month.  There  are  only  a  handful  left 
of  these  poor  old  women.  I  speak  with 
a  great  deal  of  feeling  because  they  are 
widows  of  the  men  I  served  with  in  the 
war  over  half  a  century  ago. 

Mr.  MARTIN.  I  withdraw  my  reser¬ 
vation  of  objection,  Mr.  Speaker. 

Mi's.  ROGERS  of  Massachusetts.  Re¬ 
serving  the  right  to  object,  Mr.  Speaker,, 
I  should  like  to  compliment  the  gentle/ 
man  on  the  wonderful  work  he,  as  tne 
last  Spanish-American  War  veterai r  in 
the  House,  has  done  in  getting  this  bill 
passed.  The  bill  was  reported  ,-out  of 
the  committee  unanimously. 

Mr.  Speaker,  I  ask  unanimous  consent 
that  all  Members  who  desire  to  do  so 
may  extend  their  remarks  At  this  point 
in  the  Record  on  the  pending  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentlewoman  from 
Massachusetts? 

There  was  no  objection. 

The  SPEAKER  Is  there  objection  to 
the  request  of  the  gentleman  from 
Illinois? 

There  was/no  objection. 

The  Clei4  read  the  bill,  as  follows: 

Be  it  faded,  etc..  That  section  8  of  the 
act  of  !Way  1,  1926,  as  amended  by  section 
3  of  th£  act  of  March  1,  1944  (58  Stat.  107), 
as  amended  (38  U.  S.  C.  364g) ,  is  amended 
to  rftid  as  follows: 


"Sec.  8.  The  rates  of  pension  payable  to 
widows  and  former  widows  under  the  pro¬ 
visions  of  section  2  of  this  act,  as  amended, 
are  hereby  increased  to  $75  monthly.” 

Sec.  2.  Section  1  of  the  act  of  June  24, 
1948  (62  Stat.  645;  38  U.  S.  C.  364i),  is 
amended  by  deleting  the  words :  “authorized 
by  section  4  of  the  act  of  August  7,  1946 
(Public  Law  611,  79th  Cong.),  as  amended 
by  the  act  of  July  30,  1947  (Public  Law  270, 
80th  Cong.)”,  and  inserting  in  lieu  thereof 
the  following:  “prescribed  by  section  8  of 
the  act  of  May  1,  1926,  as  amended  by  sec¬ 
tion  3  of  the  act  of  March  1,  1944  (58  Stat. 
107),  as  now  or  hereafter  amended  (38 
U.  S.  C.  364g) 

Sec.  3.  This  act  shall  be  effective  from  the 
first  day  of  the  second  calendar  month  fol¬ 
lowing  its  enactment. 

Ths  bill  v.  as  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table. 


HON.  WILLIAM  F.  KNOWLAND 

Mr.  McCORMACK.  Mr.  Speaker,  I 
ask  unanimous  consent  for  the  present 
consideration  of  the  bill  (S.  4256)  to  au¬ 
thorize  the  Honorable  William  F. 
[nowland,  United  States  Senator  from, 
the  State  of  California,  to  accept  ai 
we^r  the  award  of  the  Cross  of  Grfd 
Commander  of  the  Royal  Order  of/the 
Phoenix,  tendered  by  the  Government 
of  the  Kingdom  of  Greece. 

The  Clerk  read  the  title  of  th/bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  \of  the  gentleman  from 
Massachusetts^ 

There  was  no^bjectioi^ 

The  Clerk  read \jhe  bill,  as  follows: 

Be  it  enacted,  ei/VThat  the  Honorable 
William  F.  KNOWLANjJMJnited  States  Sena¬ 
tor  from  the  State  ofi'CaliXprnia,  is  authorized 
to  accept  the  award  of  the  Cross  of  Grand 
Commander  of  /the  RoyaL  Order  of  the 
Phoenix,  together  with  any  decorations  and 
documents  evidencing  such  awBJ-d.  The  De¬ 
partment  of  /State  is  authorized\o  deliver  to 
the  Honorable  William  F.  Knowland  any 
such  decorations  and  documents  evidencing 
such  aWrd. 

Sec/2.  Notwithstanding  section  2  hf  the 
act  of  January  31,  1881  (ch.  32,  21  Stat>604; 
5  Xf  S.  C.  114),  or  other  provision  of  lawvto 
tf  contrary,  the  named  recipient  may  we! 

id  display  the  aforementioned  decoratioi 
’'after  acceptance  thereof. 

Mr.  McCORMACK.  Mr.  Speaker  it  is 
a  pleasure  to  me  to  make  this  unanimous- 
consent  request  for  the  consideration  of 
this  bill  relating  to  the  disinguished 
Republican  leader  of  the  United  States 
Senate,  Senator  Knowland.  This  is 
typical  of  America.  It  is  a  pleasure  to 
me  because  of  the  fine  admiration  I  hold 
for  him  and  the  equally  fine  feeling  of 
friendship.  In  my  opinion,  he  is  one  of 
the  great  Americans  of  this  day  and  age. 

Mr.  McDONOUGH.  Mr.  Speaker,  I 
want  to  join  in  the  remarks  of  the 
majority  leader.  I  think  this  is  a  much 
deserved  honor  for  a  distinguished 
native  of  the  State  of  California.  We 
are  very  happy  to  know  that  this  award 
has  been  granted  to  him. 

Mr.  JUDD.  Mr.  Speaker,  will  the  gen¬ 
tleman  yield? 

Mr.  McCORMACK.  I  yield. 

Mr.  JUDD.  I  am  curious  to  know  why 
the  name  of  our  colleague,  the  gentle¬ 
man  from  New  York  [Mr.  Taber]  was 


not  included.  I  happen  to  know  that, 
he  received  the  same  honor. 

Mr.  McCORMACK.  If  that  is  so,  We 
can  very  quickly  take  care  of  that.  Bum 
calling  up  the  bill  that  passed  the  ^ther 
body. 

Mr.  JUDD.  I  thank  the  gentleman. 

Mr.  McCORMACK.  Mr  Speaker,  I 
ask  unanimous  consent  thar  ill  Members 
who  may  desire  to  do  so  may  extend 
their  remarks  at  this  point  in  the  Record. 

The  SPEAKER,  ^without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

The  bill  was  ordered  to  be  read  a  third 
time,  was  read  the  third  time,  and  passed, 
and  a  motion  Jro  reconsider  was  laid  on 
the  table. 

SIMPLIFYING  ACCOUNTING  AND 

FACILITATING  THE  PAYMENT  OF 

GOVERNMENT  OBLIGATIONS 

Mr.  DAWSON  of  Illinois.  Mr.  Speak¬ 
er,  I  call  up  the  conference  report  on  the 
bill  (H.  R.  9593)  to  simplify  accounting, 
facilitate  the  payment  of  obligations,  and 
for  other  purposes,  and  ask  unanimous 
consent  that  the  statement  of  the  man¬ 
agers  on  the  part  of  the  House  be  read 
in  lieu  of  the  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Illi¬ 
nois? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

(For  conference  report  and  statement, 
see  proceedings  of  the  House  of  July  16, 
1956.) 

Mr.  DAWSON  of  Illinois.  Mr.  Speak¬ 
er,  there  have  been  no  requests  for  time 
and  I  move  the  previous  question. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
agreeing  to  the  conference  report. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

ky  7 

STILL  FURTHER  MESSAGE  FROM 
THE  SENATE 

A  still  further  message  from  the  Sen¬ 
ate,  by  Mr.  Carrell,  one  of  its  clerks,  an- 
munced  that  the  Senate  had  passed,  with 
ai\  amendment  in  which  the  concurrence 
of  khe  House  is  requested,  a  bill  of  the 
House  of  the  following  title: 

H.  rN?619.  An  act  to  adjust  the  rates  of 
compens5(tion  of  the  heads  of  the  executive 
departments  and  of  certain  other  officials  of 
the  Federar\Government,  and  for  other  pur¬ 
poses. 

The  messagk  also  announced  that  the 
Senate  insists  on  its  amendments  to  the 
foregoing  bill,  an&  requests  a  conference 
with  the  House  onVthe  disagreeing  votes 
of  the  two  Houses  thereon,  and  appoints 
Mr.  Johnston  of  Smith  Carolina,  Mr. 
Pastore,  Mr.  Scott,  Mr /Carlson,  and  Mr. 
Jenner  to  be  the  conferee^  on  the  part  of 
the  Senate. 

The  message  also  annotated  that  the 
Senate  agrees  to  the  report  di the  com¬ 
mittee  of  conference  on  the  disagreeing 
votes  of  the  two  Houses  on  the\mend- 
ment  of  the  Senate  to  the  bill  NH.  R. 
1637) ,  entitled  “An  act  for  the  rel^f  of 
Sam  H.  Ray.” 
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Public  Law  798  -  84th  Congress 
Chapter  727  -  2d  Session 
H.  R.  9593 

AN  ACT 

To  simplify  accounting,  facilitate  the  payment  of  obligations,  and  for  other 

purposes. 


3 


3 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled,  That  (a)  the  account  Government  obli 
for  each  appropriation  available  for  obligation  for  a  definite  period  gations. 
of  time  shall  be  closed  as  follows :  oedureting  pro” 

(1)  On  June  30  of  the  second  full  fiscal  year  following  the  fiscal  Merged’accounts 
year  or  years  for  which  the  appropriation  is  available  for  obligation, 

the  obligated  balance  shall  be  transferred  to  an  appropriation  account 

of  the  agency  or  subdivision  thereof  responsible  for  the  liquidation  of  70  stat.  647. 

the  obligations,  in  which  account  shall  be  merged  the  amounts  so  trans-  70  stat.  648. 

ferred  from  all  appropriation  accounts  for  the  same  general  purposes; 

and 

(2)  Upon  the  expiration  of  the  period  of  availability  for  obligation,  Withdrawal  of 
the  unobligated  balance  shall  be  withdrawn  and,  if  the  appropriation  unobligated 
was  derived  in  whole  or  in  part  from  the  general  fund,  shall  revert  to  balance* 
such  fund,  but  if  the  appropriation  was  derived  solely  from  a  special 

or  trust  fund,  shall  revert,  unless  otherwise  provided  by  law,  to  the 
fund  from  which  derived :  Provided ,  That  when  it  is  determined  nec¬ 
essary  by  the  head  of  the  agency  concerned  that  a  portion  of  the  unob¬ 
ligated  balance  withdrawn  is  required  to  liquidate  obligations  and 
effect  adjustments,  such  portion  of  the  unobligated  balance  may  be 
restored  to  the  appropriate  accounts:  Provided  further ,  That  prior  Reports, 
thereto  the  head  of  the  agency  concerned  shall  make  such  report  with 
respect  to  each  such  restoration  as  the  Director  of  the  Bureau  of  the 
Budget  may  require,  and  shall  submit  such  report  to  the  Director,  the 
Comptroller  General,  the  Speaker  of  the  House  of  Representatives, 
and  the  President  of  the  Senate. 

(b)  The  withdrawals  required  by  subsection  (a)  (2)  of  this  section  Time, 
shall  be  made — 

(1)  not  later  than  September  30  of  the  fiscal  year  immediately 
following  the  fiscal  year  in  which  the  period  of  availability  for 
obligation  expires,  in  the  case  of  an  appropriation  available  both 
for  obligation  and  disbursement  on  or  after  the  date  of  approval 
of  this  Act ;  or 

(2)  not  later  than  September  30  of  the  fiscal  year  immediately 
following  the  fiscal  year  in  which  this  Act  is  approved,  in  the 
case  of  an  appropriation,  which,  on  the  date  of  approval  of  this 
Act,  is  available  only  for  disbursement. 

(c)  For  the  purposes  of  this  Act,  the  obligated  balance  of  an  appro-  Obligated  bal- 
priation  account  as  of  the  close  of  the  fiscal  year  shall  be  the  amount  a1106* 

of  unliquidated  obligations  applicable  to  such  appropriation  less  the 
amount  collectible  as  repayments  to  the  appropriation;  the  unobli¬ 
gated  balance  shall  represent  the  difference  between  the  obligated 
balance  reported  pursuant  to  section  1311  (b)  of  the  Supplemental 
Appropriation  Act,  1955  (68  Stat.  830;  31  U.  S.  C.  200  (b) ),  and  the 
total  unexpended  balance.  Collections  authorized  to  be  credited  to  Collections . 
an  appropriation  but  not  received  until  after  the  transfer  of  the  obli¬ 
gated  appropriation  balance  as  required  by  subsection  (a)  (1)  of 
this  Act,  shall,  unless  otherwise  authorized  by  law,  be  credited  to  the 
account  into  which  the  obligated  balance  has  been  transferred,  except 
that  any  collection  made  by  the  General  Accounting  Office  for  other 
Government  agencies  may  be  deposited  into  the  Treasury  as  miscel¬ 
laneous  receipts. 

(d)  The  withdrawals  made  pursuant  to  subsection  (a)  (2)  of  this  Acoounting  and 
section  shall  be  accounted  for  and  reported  as  of  the  fiscal  year  in  withdrawals f 
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which  the  appropriations  concerned  expire  for  obligation.  The  with¬ 
drawals  described  in  subsection  (b)  (2)  of  this  section  shall  be 
accounted  for  and  reported  as  of  the  fiscal  year  in  which  this  Act 
is  approved. 

Sec.  2.  Each  appropriation  account  established  pursuant  to  this  Act 
shall  be  accounted  for  as  one  fund  and  shall  be  avadable  without  fiscal 
year  limitation  for  payment  of  obligations  chargeable  against  any  of 
the  appropriations  from  which  such  account  was  derived.  Subject 
to  regulations  to  be  prescribed  by  the  Comptroller  General  of  the 
United  States,  payment  of  such  obligations  may  be  made  without  prior 
action  by  the  General  Accounting  Office,  but  nothing  contained  in  this 
Act  shall  be  construed  to  relieve  the  Comptroller  General  of  the  United 
States  of  his  duty  to  render  decisions  upon  requests  made  pursuant  to 
law  or  to  abridge  the  existing  authority  of  the  General  Accounting 
Office  to  settle  and  adjust  claims,  demands,  and  accounts. 

Sec.  3.  (a)  Appropriation  accounts  established  pursuant  to  this  Act 
shall  be  reviewed  periodically,  but  at  least  once  each  fiscal  year,  by 
each  agency  concerned.  If  the  undisbursed  balance  in  any  account  j 
exceeds  the  obligated  balance  pertaining  thereto,  the  amount  of  theVJ 
excess  shall  be  withdrawal  in  the  manner  provided  by  section  1  (a) 
(2)  of  this  Act;  but  if  the  obligated  balance  exceeds  the  undisbursed 
balance,  the  amount  of  the  excess,  not  to  exceed  the  remaining  unobli¬ 
gated  balances  of  the  appropriations  available  for  the  same  general 
purposes,  may  be  restored  to  such  account.  A  review  shall  be  made 
as  of  the  close  of  each  fiscal  year  and  the  restorations  or  withdrawals 
required  or  authorized  by  this  section  accomplished  not  later  than 
September  30  of  the  following  fiscal  year,  but  the  transactions  shall  be 
accounted  for  and  reported  as  of  the  close  of  the  fiscal  year  to  which 
such  review’  pertains.  A  review  made  as  of  any  other  date  for  which 
restorations  or  withdrawals  are  accomplished  after  September  30  in 
any  fiscal  year  shall  be  accounted  for  and  reported  as  transactions  of 
the  fiscal  year  in  which  accomplished :  Provided ,  That  prior  to  any 
restoration  under  this  subsection  the  head  of  the  agency  concerned  shall 
make  such  report  with  respect  thereto  as  the  Director  of  the  Bureau  of 
the  Budget  may  require. 

(b)  In  connection  with  his  audit  responsibilities,  the  Comptroller 
General  of  the  United  States  shall  report  to  the  head  of  the  agency  con¬ 
cerned,  to  the  Secretary  of  the  Treasury,  and  to  the  Director  of  the 
Bureau  of  the  Budget,  respecting  operations  under  this  Act,  including 
an  appraisal  of  the  unliquidated  obligations  under  the  appropriation  | 
accounts  established  by  this  Act.  Within  thirty  days  after  receipt  J 
of  such  report,  the  agency  concerned  shall  accomplish  any  actions 
required  by  subsection  (a)  of  this  section  which  such  report  shows  to 
be  necessary. 

Sec.  4.  During  the  fiscal  year  in  which  this  Act  becomes  effective, 
and  under  rules  and  regulations  to  be  prescribed  by  the  Comptroller 
General  of  the  United  States,  the  obligated  balance  of  the  appropria¬ 
tion  account  for  payment  of  certified  claims  established  pursuant  to 
section  2  of  the  Act  of  July  6,  1949  (63  Stat.  407 ;  31  U.  S.  C.  712b), 
shall  be  transferred  to  the  related  appropriation  accounts  established 
pursuant  to  this  Act  and  the  unobligated  balance  shall  be  withdrawn. 

Sec.  5.  The  obligated  balances  of  appropriations  made  available  for 
obligation  for  definite  periods  of  time  under  discontinued  appropria¬ 
tion  heads  may,  upon  the  expiration  of  the  second  full  fiscal  year  fol¬ 
lowing  the  fiscal  year  or  years  for  which  such  appropriations  are  avail¬ 
able  for  obligation,  be  merged  in  the  appropriation  accounts  provided 
for  by  section  1  hereof,  or  in  one  or  more  other  accounts  to  be  estab¬ 
lished  pursuant  to  this  Act  for  discontinued  appropriations  of  the 
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agency  or  subdivision  thereof  currently  responsible  for  the  liquidation 
of  the  obligations. 

Sec.  6.  The  unobligated  balances  of  appropriations  which  are  not 
limited  to  a  definite  period  of  time  shall  be  withdrawn  in  the  manner 
provided  in  section  1  (a)  (2)  of  this  Act  whenever  the  head  of  the 
agency  concerned  shall  determine  that  the  purposes  for  which  the 
appropriation  was  made  has  been  fulfilled;  or  in  any  event,  whenever 
disbursements  have  not  been  made  against  the  appropriation  for  two 
full  consecutive  fiscal  years:  Provided ,  That  amounts  of  appropria¬ 
tions  not  limited  to  a  definite  period  of  time  which  are  withdrawn 
pursuant  to  this  section  or  were  heretofore  withdrawn  from  the  appro¬ 
priation  account  by  administrative  action  may  be  restored  to  the 
applicable  appropriation  account  for  the  payment  of  obligations  and 
for  the  settlement  of  accounts. 

Sec.  7.  The  following  provisions  of  law  are  hereby  repealed: 

(a)  The  proviso  under  the  heading  “payment  of  certified  claims" 
in  the  Act  of  April  25, 1945  (59  Stat.  90 ;  31  U.  S.  C.  690)  ; 

(b)  Section  2  of  the  Act  of  July  6,  1949  (63  Stat.  407 ;  31  U.  S.  C. 

12b) ,  but  the  repeal  of  this  section  shall  not  be  effective  until  June  30, 

1957; 

(c)  The  paragraph  under  the  heading  “payment  of  certified 
claims”  in  the  Act  of  June  30,  1949  (63  Stat.  358;  31  U.  S.  C.  712c) ; 

(d)  Section  5  of  the  Act  of  March  3,  1875  (18  Stat.  418 ;  31  U.  S.  C. 
713a)  ; and 

(e)  Section  3691  of  the  Revised  Statutes,  as  amended  (31  IT.  S.  C. 
715). 

(f)  Any  provisions  (except  those  contained  in  appropriation  Acts 
for  the  fiscal  years  1956  and  1957)  permitting  an  appropriation  which 
is  limited  for  obligation  to  a  definite  period  of  time  to  remain  avail¬ 
able  for  expenditure  for  more  than  the  two  succeeding  full  fiscal  years, 
but  this  subsection  shall  not  be  effective  until  June  30,  1957. 

Sec.  8.  The  provisions  of  this  Act  shall  not  apply  to  the  appropria¬ 
tions  for  the  District  of  Columbia  or  appropriations  to  be  disbursed 
by  the  Secretary  of  the  Senate  or  the  Clerk  of  the  House  of  Repre¬ 
sentatives. 

Sec.  9.  The  inclusion  in  appropriation  Acts  of  provisions  excepting 
any  appropriation  or  appropriations  from  the  operation  of  the  pro¬ 
visions  of  this  Act  and  fixing  the  period  for  which  such  appropriation 
or  appropriations  shall  remain  available  for  expenditure  is  hereby 
authorized. 

Approved  July  25,  1956. 
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